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* * * 


PROCEEDIKns 

MR. McCONTHL’• ‘v„ >r ^,, 

" iix * ‘••■cMahon, you have been 

subpoenaed to appear here thi* even inn- 

e vcnxn^ pursuant 

*t O (in 1 jV/t*i c* J * »t Ff .. J. .* « 

.. oUl,J - on beirj G conducted by the 

Securities and ^change Commission pursuant tQ 

formal order in the matter of Ceon Industries, ' 

InC ' Durln C the course of the tal:in G of your ’ 

testimony you are entitled to be represented by ! 

counsel. 1 I10tc thc presence of a number of eounsel 

^ thC ' r °° n= Ar0 those v; ‘ r to»= People here to ' 
represent you today? ’ I 

KK ' KcK/UIuKs t; °- Just Mr. Bcrcer. ; 

MR. KanGhic Murk II. Mercer, 7117 Third \ 

. I 

I 

•V! i,v »»'•'*! " frtn «n ’ *. r-• m. - f*r _.T' : ' ’•*) 

. J. ul)f lo.it !i r, but tns n\- 1 li io 


) 









'.'."ivj 1\ aU.tr Dry 


Avenue, and I would like to clarify the record. 

Tlie subpoena was only handed to us now. Mr. 

McMahon haV appeared here voluntarily prior to re¬ 
ceiving the subooena.- ' j 

- I 

MR : McCu ™K: The record will so reflect 
that Mr. McMahon is here after our contact with 
his^.counsel and a subpoena has been issued to him ' 
upon his appearance here this evening. ' j 

.1 would like, now, that the other three 

• indiVldUals ln the room Please identify themselves. 
MR. STRUM; Jay G. Strum of the law firm of 
Kaye, Scholer, Fierman, Hays and Handler, 
attorneys for Geon. • 

• lilU K0RMAKl • Lewic J. Korman of the same firm. 
MR. CuIuTOLLY: I am Joseph G. Connolly of 
the same firm. • ■ 

MR. LcCu.IIiJi: At this point, gentlemen, I am 
afraid that I will have to asic you to leave the 

hearinC roon in vlew ° f «>e fact that you are not ' 
here to represent the witness testifying. j 

HH. STKUU: I would like to address myself ’ 
to that point if i nay. 

j . 

Hunker one. I noticed that the subpoena ' 

» • 

which was. served a few moments ago is addressed as' 

'?tTMv. V'lr.o*!:; from ;ui f ’ It Hi rc'J iivirf-i'J for gT * ' V"*. j 

Id -lit ifluat Son. b«.. »■ . i •• . into ovlduuco.* 
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follower Mr. James McMahon, Assistant Controller 
care of C-c-on Industries Inc., 80 Crossv:ayc Par- 
Drive, l£oodbury, New York, 11797- And I would 
li);e to ask you, Mr. McConihe, if it is ycur 
Intention at this cession to ask Mr. McMahon 
questions about matters that he either did or 
said as an employee of the Gccn Industries? 

"" MR. MeCuNIlia': I am afraid at this point in 

V 

time I an unable to indicate precisely what it is 
that I intend to enquire into with Mr. McMahon. 

MR 0 STRUM: Let me soy this. I have reason 

4 

to believe that you intend to ask Mr. McMahon 
questions about conferences he had and things 
he did in his capacity as an employee of Geon and 
under oho. ■- circumstances, is it your intention to 
exclude the thro* of us as counsel for Geon from * 
the taking of this testimony? j 

MR. MeCONING; i can only state for the 
• * <. 

record that Mr. McMahon has indicated that you . 

are not here to represent him in any capacity ! 

and I must take the witness's response as he gives'' 
it to me. • |- 

m ’ L ' aVM! ' : 1 cm no* dleputiRs Mr. McMahon's - 
, rtatement, wo are not here to represent Mr. 


•Thin- V'»«o is tr oa «u eihiblOthat was r irked for* 

. Identification, bat ta- not received tLto evldenoe." 
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MH» McCoNIIIE: In cither hie corporative or 
his individual capacity. You are here to repre¬ 
sent the corporation.. '• , 

MR.. STRUM: We are here as attorneys for 
Geon, not as attorneys for Mr. McMahon. 

I 

MR * McCOUHUS: I am at this point obligated 
to ask that you leave the hearing roon since you ar. 
not here to represent the witness in any capacity. 

STRUM: Let the record reflect, while 
obviously, if you so direct us to leave, v;e shall 
indeed leave, we protest and object to it. 

i 

MR. McCOi.IhE: I think the record is clear 

i 

on that. ‘ i 


(Hhereupcn Kr. Connolly, Mr. Kornan cad 
Mr. Strum left the room.) 

i 

(Discussion off the record.) 

MR. BERGMR: i would like to make a further 

i 

statement for the record about Mr. McMahon's 
appearance. 

I 

MR. McCOMllliS: While off the record certain ' 

* t i 

individuals here have departed and persons r»- 

' * » 

nalnlng in the roon will be recorded on the record. 

• • I. 

Mr, Bi.ROnR: I would like to note for the \ 


■“ihlfc pnp.» In from an rjJiihlt thVit *.n iwirkcd for 
lduutif ioiit ion, but »uu nut 








V 


21 i 


21 ! 


Jnvesi * r-.' *"5_?I~tloony, 


record that voluntarily Mr. McMahon and myself 
wore here yesterday at approximately 1:30 for him 
to present hie te atimony and you vjere unable to 
reach him because you were busy, with other matters 
and we again came back today voluntarily at which 

« i 

time you again issued the subpoena to us. 

MR. McCCNIILtJ: In addition to your right to 
be represented by counsel, Mr. McMahon, we would 
like to advise 'you that any testimony ’which you 
give here today may ‘be used against you in 

. I 

evidence in a proceeding either administrative or 
Judicial, civil or criminal. If, during the 
course of the questioning, I ask you any question 
the answer to which you believe may tend to in¬ 
criminate you or subject you to a fine, forfeiture 
o.i penalty decline to answer such question on the 
grounds of the Fifth Amendment of the U.S. Consti¬ 
tution. 

THM Ul'iifoSS: I understand that. 

i 

MR. 1 icCCRIME: Further more, if during the 

I 

course o. ohc occtimony you wish to consult with 
yourcounsel at any time, please so advise me and 

i 

» i 

v.c will taxe a break until such time as you have 
had nn opportunity to consult with counsel. 

H \ 1 


• ' |v . ,v 




i" e u ' 1 • *\ «. 


i. v ' j rc« 






I, 


Iiivc a t lsat I VO' STcr. t Iron? 




• Do you have any particular questions before 


we proceed? 


. THE: UIi^-JSS: I don't think do. 


JAMES G, Me M A H 0 N, having been first 
duly sworn by Mr. McConihe, was examined and 
testified as follows: ■ 

EXAMINATION BY Mil. McCuNIHE: 


r i 

Would you please state your full name and 


home address? 


James u. McMahon, 24 Woods Lanes, Southampton,', 


New York. 


What is the G--for? 


Guvi):. 


Q Your homo telephone number. 

4 AT 3-5394. Area code 516. 

Q Would you please state your business 
address and telephone-.number? 

A We just moved into a new building, the American 
1 laca Building, I don't know if it has a number md my 
phone number — it comes in on the switchboard. It's 
921-8000. 

Q Where is the American Plana Building? 

A It's ncrors the street from 101 Crossways Park 

t 

■This pnpc is 1 rou tin exhibit lht*t v>3 suir'M*d J TTf‘ • 
dduUtlXiuutiou, but '■ua uut rocuivud Into rlceueo v B ' 


# 


. 








McMahon 


in Woodbury. 

• . • 

Q What business is located there? Is there a 

business located at that address? 

A In our building there is a lot of them. 

Q • What is the one you are associated with? 

A We work with Geon Intercontental Corporation. 

•Q Is that related to Geon Industries? 

* •» 

A Yes, it's a subsidiary,. 


Are you in any way employed by Geon 


Industries? 


No, I am not. 


What, if any, positions do you hold at Ge< 


Intercontinental? 


I am the controller there. 


17 li 


Can you tell me what your duties include as 


centroller? 


20 l 


21 ! 


A I have overall responsibility of the accounting 
department. 1 have to see to it that reports arc pre¬ 
pared and submitted on time. I also have the re¬ 
sponsibility of cceinrj that the year-end audit G oes 
smoothly and is completed. 

Q Do chose responsibilities relate only to 
Geon Intercontinental? 

A No, I do come v;orlc for Goon Industries in that 


"Thin p»«R« In fvn nn exhibit that.voa marked for'*' 
idontlfic/itlou, cut vutf ju*t rvooivod into ovidoncoi* 
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I have a responsibility to see that consolidation, which 

i 

is all the Goon subsidiaries, get Rouped together. 

Q ' What role do you play with respect to the 

* v_ 

financial operaoxons of Goon Industries on a day-to-day 
basis? • •• . i 

A I would have to so.y on a day—to—day basis very 

little. It's only really like once a. month to put a 

consolidation together where Goon Industries comes into 
* 

play. 

I 

. i 

Q So it viould be your responsibility to put 
together monthly submissions from the various subsidiaries 
A That's correct. 

( 

Q Do the reports from the various subsidiaries 
of Gcon Industries come to you? j 


A 


'Jiic.y may core to me or may come to Fr< nk Bloom the 


treasurer. He sends them over to me*. 

Q But ultimately they all end up on your 
desk for consolidation purposes? 

A That's correct. 

Q Wiill respect to the year-end figures for 

I 

Geon Industries, raid it’s subsidiaries for the year ending 
December 31, 19i'3, can you tell me when you start rcceivin 

any figures from any of its subsidiaries on an annual 
bad n? 

• m 

1 

* Thlr> pnftP la froia ou exhibit that i-nrkod for 

moi.tjlicultpu, but wuu not i*ec«lvod into ovldooop. ... 






• * 


13 ! 


21 


1 


21 


J uv criti cally a Xcstlman y\ 


McMahon 


MR. BERGER: Is that calendar 1973? 

MR. McCulilllE: Yes. 

A I would ca^ approximately, maybe, three weeks ace, 
four weeks ago they ‘started filtering in. We do most of 
our work in — If I could explain the number of sub¬ 
sidiaries that we have. The subsidiaries that are not 

in our building, in other words, in Geon Intercontinental 
/■ 

building, we have two locations across the street, Geon 

\ 

International and Geon Pan America:!, they are across 

«» 

t 

the street and they are two of the three export 
corporations. They also have an international.DISC 
at tiiis corporation. In New York there are two corpora¬ 
tions, American Aviation and also American Aviation 
Manufacturing, which is also a Disc. Down South we 
have Southern DA? — 

r , ! 

i 

Q Can I interrupt to find out what a DISC is. 

Is that an acronym? • | 

• • i 

MR. BERGER: Domestic International Sales 
Corporation. j 

A Yes, and it was ret up, to try to encourage 

i 

exports out Oi the United States. We also have a 

• j 

Western hemisphere Corporation, which is over at Ceon Pan 
Am. Down south in Birmingham we have three corporations - 
Q Cpji I stop you long enough to ask you what 

\ . 
i 

'Thin p'ip,e lu iron tin cxlilt It *hat war. marked for _ 

• . liU'iilif lent iCa, tat waa nut rccolvcd Into ovldcnou.V- * , 

•* i 
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McMahon 


in the point of thin? 

• • 

A You asked me what facilities were not done in 


the house. 


I didn't ever realize I hod ashed that 


IT i 


question. What I v;as ashing you was, when do you first 
start receiving year-end figures for the year ending 
1973 ior the various subsidiaries of Geon Industries? 

A We started receiving information about three to 
four weeks ago. 

•1 

Q . Which date wise was approximately when? 

A We closed on February -- the beginning of 
February we started closing and we are usually the first 
ones co get any kind of closing schedules together. 

r 

T.fO ht? ^ « :.TJ, ^ O ^ 

i-i.w '.«ho co you mean oy we? 

j- Goon Intercontinental and certain other sub- 
sxd.Lar.LCs wnose bookkeeping and accounting is done in * 
Woodbury. 

Q So you had proiimjnary figures for Geon 
Intercontinental the first part of February? 

t 

A I think that's correct, yes. 

’ j 

MK e LriMJrjrt; Just for clarification, when you 

r.ey figures, do you mean the raw figures? j 

* * ^ j 

Wk. Mccviiillts: The preliminary figures I 

, presume. Let's find out. 

% 

„ i,n. h i hut w»3 marked t o r 

• " u r •.: 
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A These are yfeaj.HvIn.ary figures that you clout? !;ha 

boohs ami then the others come In. So these ro.XJLraln irj 
numbers are nur-f^ers that we iiave close! the year with, 
but are not anywhere near final figures and we have to 
loolc at the numbers ourselves. That was just Inter¬ 
continental, we did not have American Aviation, we did 
not have — 

n ^ I 

Q Are you talking about sales figures? 

A No, these would be balance sheet and profit and lo. 

. Q How soon after the beginning of February 
or approximately what time did you start receiving 
figures from the other subsidiaries? j 

i 

A Around -the following wool:. 

1 

Q When the preliminary figures for Goon Tuf - v. 
continental were put together the beginning of February - 
A Can I say one thing, I have to explain something, 
we have a vest coast division, which is part of that 1 

company. It's a separate division on the west coast, 
but it's part ox" the corporate structure. They do their 
own accounting. 

Q Are you telling me you did not have figures 
for them the first part of February? 

A No, they were much behind us. 

r 

Q Can you tell me how .long you have been in , 

•Tills pupo 13 from nn exliK lt that van marked JCor t _ . 
idont 111 oat ion, but wua not rccuivod into evidence. 






a. 


jtM VUStls atlvo ioDtimon^ 


McMahon 


the position of controller for Gcon Intercontinent? 

i 

A • I c uonG about two years. 

Q . YfliCn* did you cone to work for the company? 

A In, I believe, March of 1970* 

I 

Q Who is your irradiate superior? 

I 

I 

A Fro.nk Bloom, the treasurer. i 

Q Is he the treasurer of Geon Intercontinental? 

. i 

A No, he is the treasurer of Gecn Industries. 


But, nevertheless, you still report directly 


to hln? 


12 I 


Yes. 


Q Uho do you have that works for you? 

My top assistants -- I have an assistant con¬ 


troller. 


Can we c f -t names? 


A Stanley Chin rnd Jin ncCornack. I have a chief 
bookkeeper named Joseph Bunn. 

Q Is there a Mr. Siegler who is enplcyed by 


Geon? 


Matty works over at Geon International. He Is 


the treasurer of CM* on International and Geon Pan An. 


What is his full nane? 


Matthew Siey.lcr. 


0 Docs he have any work directly relating 

••/hi3 pnp.o In from an exhibit that was worked for ... 

• identification,' but *<» not rucolyod Into oviUunoo. 
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HciMahcn 


to you? 


Her in responsible for putting the numbers of 


•:i i 


International together and sending then to r.e. 


But he does not report to you? 


Ho* it's a separate-— they are export and we 


are import. 


I an directing your attention to the week 


of about"February 18, which is the week of George 


Washington f s birthday. Can you recall whether or not 


you were receiving any preliminary figures frora sub¬ 


sidiaries during that week? 


I don't know, I can’t cay. I don’t thin!: I con 


say yen or no to that. 


Directing yourattention to February v.l of 


do you recall the company Cecn Industries having 


a board meeting on that date? 


Could you tell me what day of the week that was? 


Yes, a Thursday. 


Yea. 


And prior to that, can you recall whether or 


not you were receiving fisures fron the various sub¬ 


sidiaries with respect to their operations for the 


year 1973? 


Prior to that, we v;cre receiving figures. 


•Thin pone In. from nu exhibit ttu.t »os marked for. 
ldwutirleutioii, but w.»s hot reculvud into evidence." 
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Q Do you lmov/ how long prJ.or to that you 
began receiving those figures, roughly? , 

A I thin’.; fr^on the tine we cloned to that tine, all 
during that period of tlr.e we were receiving numbers 
although I did not have — I would li!:c to nahe thic 

t 

point Even on that date I did not have figurec 
from American Aviation and Geon International. 

MR. MERGER: Arc you referring to February 21 
THE UITilfiSS: Yog, as of that Thursday, I 

•» 

atill did not have,, the auditors have number g and 
I have not coon numbers l;l!:e adjusted trial balance 
on both of those companies. 

i 

Q. But as of February 21, 197-4, did you have 

r 

figures on tho other companies a-.u subsidiaries, other 
than those two? 

• . | 

A Yes, I believe we had all the figures on those other 
companies. • | 

• i 

Q Can you tc^l me if there was anythin" 
unusual with respect to what those figures showed when 

you received then? ! 

I 

• 

A We r.tnrtcd putting pro Urinary consolidations 

t 

together, I believe it was Wednesday, Thursday, cone- 

i 

where in that time. By Thursday morning -- 

I 

Q Is.this Wednesday and Thursday, February 20 


•This ptiRO in trom un exhibit that trn3 marked foy 
ldontiflent Ioni but nan not recalved Into ovldouuo. 1 
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McMahon 15 

i 

i ’ 

• 

o 

i 

and 21, Just before the board meeting? 

i 

• 

3 

1 

A ‘ That ’3 correct. We were putting thea together 

i 


4 

i 

Thursday morningv,.footing all those numbers across to 

« 

;> 

come up with a consolidation for C-con Industries. 


6 

Q As you were receiving those numbers from 


_ i 

the subsidiaries, not v:hcn you were putting then to¬ 


8 

gether, but as you were receiving then, was there any 

y 

• • 

9 

way you could tell that these figures that you were 


10 

* i 

receiving were in line with your projections? 

i 

• 

11 

A I don’t Imow what you mean by projections. 


12 

Q Your anticipations of what you would do 

• 

13 

for the year. 

. 


. 1 1 

Jilt o EEPiCoIU By you, you mean the company’s, 


15 

• 

r*t not his individual.' 

j 


1 (1 1 

I 

hho KcCCrruiD: Certainly. I 

. 


i: | 

A Cne of the companies down South* the preliminary 

• 

18 

numbers that were called in by the accountant down there 

• • , 

• 

19 

« 

did, at this time, .Indicate a possible problem in 

• 

20 , 

■ 

that his gross profit was much lower than it should 'be, 

• 

' V 

21 

that was reported by the accountant at this time. That 


22 

' 

was the only one I think that was separate from Uood- 

I 

23 

1 

bury that we had at the time to compare to any 

! 

• ■■ 

2. 

* 1 

variations. In other words, basically you can tell if * 

. 


25 

r 

numbers wore called in, a sales number you could have a 

, . 

. / • •, 

J_ 

1 

• i 

' 

•Tills page- Is frojji on exhibit ihat was mnrkod for-..- - < 

identification, but was not. received into evidence. • 
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17 


Mcilahon 


calcs number and you know what that projection in. 

• * • 

Gross profits have to come in in a certain ronr;c and 

expense would rusj_a ran~e because every r.cnth we put a 

consolidation together. So you know approximately 

where you are coin" iron month to month. That is how 

we make up a variation. Every month when you put 

together a consolidation, the first thins you'do is 
/• 

compare it to the previous month. 

Q What my question i3, whether you could notice 
«• • 

a variation when you had only received the numbers from 

i 

the companies, before you had consolidated? 


Q, Upon consolidation of those figures which 
you had on the Wednesday or Thursday — 


Thursday, 


show? 


before the board meeting, v.’liat did they 


I had most of. the numbers on all the Imports 


end Frank had supplied me with the income of the 
export numbers which I had put in as a bottom line. 

I did not have the detail up above, but I had what they 

r 

estimated were coin" to be their pre-tax income. When 
these number a p;ot footed across, I am not positive of 

4 

the exact number, but it did not look rip.ht when I 


"Thin page is from an o.hibit that, was marked for., 
identification, but was not rcctiivcd Into ovldouoe." 
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looked at it. 


jt ii 


•:.i !i 


q What was wrong with it? 

It looked very low. 
q By how much? 

I don't know. 

Q Roughly. 


A This did not look right to me. So what I did, 
I went “back to November, we. had had 

* q Let me 'Stop you for ju3t a second. You 

said they did not look right because they were low. 
First of all, low in relation to what? 

A Low in relation to the previous month. Ve had 

worked up internal numbers. 

0 But you have no recollection or you 

| don't know how much lower even In rough figures? 

;j /. No, 1 could not tell until I could sl>. down 

| and compare. At a point I could sit down and start 
! looking and saying this was this month and this was 

jl the previous month, you did not really know at that 


time. 


When did you.put the figures together on 


a consolidated basis, Wednesday or Thursday? 

A Thursday morning; They were still lootir. ( , th-m 
I remember, because Frank was kind of pushing for these 


•Thin priRO is from mi exhibit tljQt was ucirkod for . 
.Identification' but w03 not received Into ovidonco. 11 
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numbera and lie wanted a consolidation to take to the 


board meeting and it wasn't ready. V.'c had developed 


a problern in the morning that car.c too late and we 


were working on making sure that in fact was an error. 


Uao that problem separate and apart from 


the consolidations which appeared to you? 


No, it's all connected, it was part of the whole 


proble::f. 


Let me 'get the sequence right. You get 


the figures, you consolidate them? 


You put them in consolidation form and then you 


foot them across. 


Prior to that, your testimony was that you 


had no way of knowing what the situation was? 


No, not until you put them — you take them cut 


0) the format that they are sent to you or worr.e out of 


the computers and you must line them up side by side. 


And when you first lined them up side by 


side, that was the first time you came to the con¬ 


clusion that they appeared low* 


Yes. 


Q V.'hat, if any, other problems after that 
one did you discover? 


» 

• Since I found that there appeared to be something 


•This pngo In from nn exhibit that was marked for ^ 
idontif'ication, but *us not received iuto evidence.* 
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wrong, I called Frank up and toJd. him, "Frank, I don't 
think that you should use these numbers until J. have a 
chance to. checl^ them over." I did not want to give 
him information that could have been erroneous. V.’hat 

• * i 

I do is-once I have these numbers, I have it by 

corporation, I can then go back and compai ; e. The first 

i 

thine I did was to have my assistant, Stanley Chin, 
work up a variation on the cross profits. Jim Kac- 
Cornack worked up the variations on what we call the 

<i . . 

i 

small companies and started to work on Geon Inter 
Company, since Geon Inter Company consists really of 
two divisions, basically four companies, you have two 
warehouses and two branches. 

i 

Q When was that work completed? 


A That work was probably completed late afternoon 

or Into the eveninc on that Thursday night. 

Q Did you have any kinds of a gross profit 
figure by noontime? 

A No. 


21 


22 


23 


21 


I 

i 

i 


Q V.'hat figures did you have at noontime, 
other than consolidation figures? 

A That was basically the consolidated numbers. I 
would have had at that point, I think, a consolidated 

gross profit,, but that la Just one piece. You have to 1 

' j 

•This pnpe lo J'roci iiu exhibit that wa3 marked f«jr ..... . ,, .. J 
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look at all the small plocco that make up the v:holc. 

Q After your initial conversation with Nr. 
Bloom,' where you indicated that you did not think he 
should use the numbers, what was his reaction to that? 


was. 


Just co and d iG and find out v/hat th0 P rob l eir - 


Did you have another conversation with him 


after that one? 


'A I think he called me up and said that he had to 

*• 

leave for the city and if I found anything to give him 


a call. 


Had you given him any figures prior to 


his leaving for the city? 

A I don’t know if 1 give him any. 

Wait a minute, yes, I had a conversation 
with him and 1 had in front of me at the time November, 
eleven months ended and these December preliminary 


consolidated numbers. And I was reading them over 
the phone back and forth, what we had in November and 
what wan in December and everything looked right. I 
can remember specifically Southern CAP Just didn t 


make sense. 


These numbers looked all out of whack, they 


definitely did not make any kind of sense. 


"This piigo Is from nu exhibit that Trap marked..fpi*, 
identification, but wus not received into ovi*Ionoe.S- 
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Q Did you give him any numbers that ho 

i 

•» • 

planned to take to the' board? 

THE WITNESS: You mean physically hand him 

' C V _ 

numbers? ' i 

MR. KeCONIHE: No, it's a sheet of papers 

or anything like that. . i 

i 

A I don't remember if he took a copy or not but I 

i 

. t j 

know I read numbers over the phone to him. 

q Can you tell me Generally what numbers you 

•» 

were reading to him? 

A Pre-tax income. 

i 

Q Consolidated or by company? 

A By company. 

t 

Q Consolidated as well? 

A Oh, yes, I am sure I gave him — i 

ij Then how did you spend the afternoon of • 

i - 

February 21, if you can recall? 

A The idea was to check out these variations. The 

• l 

first schedule I worked on that I want to find out was 

i 

the Gcon Intercontinent, since that is basically the 

* *1 

bicr.c 3 t piece of the company. I worked up a schedule j 

i 

that compared the total P-and Ls on the cist coast 
and the West coast and I believe I broke it down by 

* I 

warehouse and branch and that cave mo four comparisons ; 


"This page U; from nu exh'iblt that was marked -for ^ 
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to work with. As I mentioned before, I’had my 

1 

assistant going into Just analysis cf the cross profits 

and rr.y other assistant worked on the snail companies 
' Y_ 

to see if there was any major variations on them. 

Q How lone did you work on this project on 
that day? 

A I did not leave there until very late that 
evening'. 

Q Were you working on this numbers problem 

it 

all that time? 

A Yes. 

Q What about Mr. Chin, was he working for 
that length of time as well? 

’A He did not stay as late as I did that night. 

Q • Do you recall about when he left? 

A I am not positive. 

Q What about Hr. MacCormade? 

A I am not sure- of that. 

Q But they were all there later then usual? 

A Oh, yes, this is our.busiest time of the year. 

I 

Q About what time would you estimate you 

< 

left? 

A I think it was around midnight or later. 1 

'j 

• Q At the time you left that evening, can 

\ 

"This p.'if.o is from on exhibit .that wns wnrkqd. for . . 
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you tell me what, If anything you had determined 

with respect to the financial position of Goon Industry■ 

con3olidated?- v 

A We felt that we had a problem at this point, but 

i 

• I 

we did not know exactly how bad a problem it was. 

I 

Frank had come back, I don't knov; what time, but we 

i 

sat down and I showed him some numbers, i showed him 

• i 

/■ 

what I had done during the.night and I showed him what 

i 

Stanley had done and we worked on checking out the 

«» • j 

j 

inventories cn the East Coast in case there was a 

. . * i 

i 

problem In there, since general Inventories are a big 

portion of the balance sheet and comprises a significant 

| 

portion of the profit and loss. 

Q Fad you determined how big a problem this 

j 

might be at this time in a dollar sense? 

A No, we couldn't. 

Q Did you hive any handle on any sort of 
dollar figure to know how bad the problem might be. 

A I don't think you could at this time, we had ' 

not dene enough work at this time *■* really say 
specifically what the amount was. 

Q Did you have any Individual problems that 
you had been able to definitely ascertain in a dollar 
amount? 

."This pnge.IS from nn exhibit that ran nnrkofl for 
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A Yen, we had worked up an analysis on the gross 
profits that compared what wc were reporting In 
November,, gross profits by company, compared to what 
it was now coning out in December. 

Q Can you recall in rough figures what the 

* 

Cross profit difference was between those two? 

A I believe it was about $6C0,000i but I am not 


sure. 


Of that$500,000, by the time you left on 


iebruary 21, had you been able to locate any areas 
which might account for that$6O0,COO? 

A If I remember correctly Frank had found about 

i 

y l ,000 going up and s'/p,000 go’nr; down. So the net 

! 

effect Oi that oo/ ’«.’e had not looked at Just a small 
part. All we could look at In that time span. V. f e 
looked at the east coast cross profit and we had not* 
do.ic any work on some of the other companies or the 
west coast branches.and warehouses. 

Q Are you telling me that by the time you 

I 

lelt that night you had not been able to locate any 
particular problem that might be able to account for ' 

some of the £00,000? 

A I don't think we really found anything that we 

* i 

could say like tomorrow, when you come in, you make this 


"This la irobi tin fjtfiU'it tii.it was uiarkudfor. 
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2 !| ndjunt.ir.cnt because this is wrong. 

!j • 

3 : Q. How about the booking of inter-company* 

4 j freight? Had .you figured that one out at that time" 

i 

I 

5 | A No, that v;as Saturday morning. I cane in on 

i . 

6 Saturday nomine and I wao back in receivables and 

7 Frank cane back and he raised this question about 3 ome~ 

8 | thine to do with freicht. So he sat down and explained 

9 it to me on papers. Then ho said/'t,’hat I want you to 

10 do to take a tape of the credits that are in freieht 

#* , 

11 out, because I think Jast year this freight number was 

12 included in the sales or something and this year we 

! ’ . 

13 ! were doing it differently." 

• . i 

n ! So I worked up this number, I forget exactlv 

V.’ ’ i 

15 ! what the number was, 6o or$70,0C0. But it was related 

* •! 

i• * 

l*» j to something where you took a percentage of somethin \, 
l" I aw not sure, Frank worked out the computations that 

i , 

18 j Saturday afternoon or Saturday morning and ho had the 

! • * 
! . 1 

19 j auditor there and they more or less agreed that this 

! • i 

20 I could be a problem as to explaining a significant 

: . i 

2 1 jj portion of an error in the gross profit. 


23 


You were figuring that was around 6o or 


$70,000? 


A It did not explain 60 ox$70,000, we found 6o or 
$-70,000 which was a credit in freight out of our 


"This pap.c from an exhibit that was marked* Tot • 
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wholly-owned stores and this related to some computa¬ 
tions that Frank made to explain some of the difference. 

Q. . Dlc^Mr. Chin ever mention to you, to the 

best of your recollection, on Thursday, February 21 

• i 

1 

a&14,000 item? 

*. 1 

A $213,000. 

• ’ t 

Q V/hat item v, T a3 that? 

t 

# I 

S 

A This was the previous*year's intra-company profit 

elimination that get's booked in the following year as 
•» 

a layered item. 

If I can explain this, last year when we sell to 
our branches, in other words, when the warehouses sell 
to the brandies, you sell it to them with a profit in 

l 

there. They are part of your operations so you cannot 
recognise that income that is sitting in their 
inventory. So at the end •* f the year, you figure out 

i 

by a computation Just how much of an intra-company 

• i 

i 

profit elimination you have in your brandies and you 

* » 

I 

you eliminate the P and L effect on the warehouses. 

The entry is a debit to sales and a credit to 

i 

the inventory on the warehouse. This gets booked at 

1 i 

the end of the year. In the beginning of the year 
you have to reverse It in order to bring those 
branches' inventory back to cost. 


\ j 


• THn is from an oxhih’*. that wns marked for 
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Nov;, all ch;rlnc the year we’close l'y using 
a computed gross profit, a computed inventory, be¬ 
cause you donJ t take a physical inventory. What 
happened 13 when we close it we can compute our own 
inventories, so we can figure the inventories and book 

i 

them as a non-place entry, rearing it won't hit the 
books, but will show up when it comes' out of the 


computers. 


Every month this is done normally and it 


13 closed and goes to the computers and ccmes back. 

In the month of December, because you know you have 
to book a final inventory, which you take a physical 
on and there is a lot of work involved, this entry 
did not get booked at that time. Stanley — 

.Q * Which December is this that it did net 
get booked in, '75 or ' 72 ? 

A No, '75. *72 it got booked, that was the 

previous year. 

Sc in 1975* in December, when Stanley 
computed the warehouse gross profit, he did net take 
into consideration the fact that lie had not closed 

t 

the inventories. What he should have done is book a 
debit to that cost of salon. Ar.d what happens in the 
computation of the gross profit you take the book 


•Thifl pope Jr.' from nn oxhiblt that uiarkod for 
Identification, but war, not received into cvidoneo<* 
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purchases and you \;or!c up computations and you say, "i 

i 

stipulate it to be 27/'." And when you come up with 

your adjustments, you are jither increasing or de- 
' V _ 

creasing your computed inventories. He did not take 

that into consideration as computation, so apparently 

that preliminary inventory, this computed■inventory, 

was too low by that number. And we found this problem 

early Thursday morning, when Stan was talking to 

Frank and then I got on the phone and we liacalfhl it .out 
«» • 
over the phone and Frank came over and looked at it 

and was a little upset about the fact of the way that 
was handled. 


11 I; MR. BRAKE: You say this occurred early 

|: 

!.' j- Thursday Morning? 

* 

j' J ' That's right. V.'hen I came to v:crk, I guess i 

I; 

1 " j v;a:j — I Cct .in usually about ten o'clock, and l 

18 j walked by Stan's office and lie had been talking to 

jo Frank and he was a little upset, Frank was yelling at 

2 o | him and he said, "What is the matter?" And he said, 


ii 


21 


irank thinks that the intra-company profit elimination 
was done wrong." 

I called Frank back and I am trying to 
explain to him I was looking at the entries in the ' 
general ledger and I am trying to explain it to him 


Till,, pngo lii ♦ row on exhibit th:\t njiri worked t or 
ldentilicutiou, but *aa not received into ovidonco.* 
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over the phono and lie said, "Well look, I am coming 

i 

right over there." So he came over to lock at it 

and writing it down with debits and credits we realised 
' ' V_ 

that it wa3 done wrong at thi3 point. 

Thi 3 did not affect your final groo; 

»■ 

* 

profit, because you had not booked your-ending inventor; 

That was a preliminary number, you book a preliminary 

- 1 1 
groos profit, but you don't know what your real gross 

| 

profit i3 until you- book up your physical inventories. 

•» • 

Q Was this figure of-$513,000 a problen in 

* • » 

addition to the roughly $ 600 ,COO that you had mentioned 

i 

earlier? 

I 

A No, that would have to be oil related, because 
it is all in the gross profits. 

Q • I don't mean relayed, but a totaled 
problem. You have a $600,00 problem. Then you have- 

1 • 

• • 1 

the problem was the;proper tenpature 0 r booking of this 
intra-company profit and I am asking you whether that 

i 

constitutes a entire dollar problem of $ 913,000 or 


$ 600 , 000 . 

A It would have to be just the 6 , because the 3 
would be booked and that was the number that we were 
pulling off for the combination. That's right because 
the intra-company profit elimination -- let mo think 
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somethinn* now, 

• i 

• * • 

■I am trying to think If we booked that $313,000 
right thcp and^there. I don’t remember. 

The $313,000 Frank told Stanley to book this 313 
and I believe that after that was booked, then we 
found the Goj . So that it would be that you really 
had nine, but this is if Stanley booked, and I believe 
he had recorded the 313 as a debit to coot of sales 
and at that time corrected the preliminary Woodbury 

•1 • 

number which came up into that consolidation so that 
the GG{ v:a 3 , 1 believe, after the correction of the 
$313*000. 


G So the remaining problem after the 
correction of the 313 was in the dollar amount of about 

667 , 000 ? ‘ 

A That’s correct. 

- Q So when you left on that Thursday night 


at midnight, the 313 had been located at least and 
probably properly entered by that time? 

A I believe 30 , yes. 

Q And that lclt 607 to try to figure out? 

A Exactly. 

0 then you left that evening, did you leave 
alone or did you leave 

"Thin pnno is fjem im exhibit that was marked l'or,-. •• 
identification, but was not roooivod into ovidonco." 
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l 

A Mo, Frank and I left together. 

1 t 

3 

i 

l 

1 

Q How did you get home that evening? 


l 

i 

1 

A Drove, r 

' V_ 


5 

1 

i 

l 

Q By yourself? Did Frank drop you off? 

1 


6 

1 

! 

A Mo, I had my car downstair:.. 

t 

Q \ou left the office together, then you got 

I 

! 


7 

* 

• 

1 

0 

I 

! 

1 

in your car and went home and Frank got in his car and 



9 

j 

went ho'me? 



10 


'A Right. 



11 


Q Did you go directly home? 



12 


A Yes, I did. 



13 

1 

i 

1 

1 

Q Can you tell me what was your thought with 

• 

l 


. It 

l! 

1 

respect to the company’s financial situation at the 

0 

15 

l 

I 

l, 

j: 

f 

time that you left that evening? 



lfi 

l 

1 

i 

i 

A I knew we had a problem. V.’e had never had a 

■ 

17 

problem this big ever before and Frank and l had dene 

• 

18 

i 

( 

i 

some preliminary work. We had footed the inventory 


s 

J 9 

i 

1 

i 

schedules, we had checked to make sure all the 



20 

i 

branches were included, we had, more or less, said ’to 

1 


. 1 

21 


ouioclvcs at this point that the cast coast inventories 


22 


were not going to change and that unless the warehouses 

' . 

23 


1 

on Die west coast or branches or others we could locate* 

. 1 

• • 

?! 

i 

were in the P and L, that wc had a definite problem. 

* " j 



25 


Q What time did you get home that night? 

\ 


* * • • 

% 

• • 

! 

• 3 
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I think about 1, 1:30. 


Q V/hat did you do when you got home? 

T called ^somebody. 

Q Who was that? 


Mr. Rausch. 


Q Did you call him directly when you got 

home? 

/• 

A Yes, I believe so. j 

Q What di'd you call Mr. Rausch for? 

•i 

A I had made the decision coming home, due to the 
problems that were uncovered, Mr. Rausch was my broker 
and I was going to cell my stock. 

i 

Q Hov; many shares of stock did you hold , 1 

in Geon at that time? . . • 

A It's a little complicated, but I, in my account, 

I believe, Coo shares and in my father-in-law's account 


*100 shares. 


call him? 


When you called Mr. Rausch, where did you 


From my home. 


Was he at home? 


Yes, he was. 


When you called him, what were your 


instructions .to him? 


".Tl.ift pans' ltf froiu on. exhibit that wn 3 mnrkod Tor 
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A I told hln to sell.my stock and to sell r.y 
father-in-law's stock. I think I had woken him up 
that even Inc ah$__I ju3t told hln to sell my stoex, 
sell my father-in-law*3 stock tomorrow and I hunc up. 

Q Did he say anything before you hunc up? 

A No, he was a little groggy. 

Q Can you recall what else you said to him, 

if anything? 

* # * 

A Not that night, no. 

•a 

Q You did not say anything else to him? 

A No. 

Q You just called him up and that one liner? 
A Basically, yes. 

Q He did not have any -response or anything? 
A No, I think be was half asleep, 

Q What did you do after making the phone 

call? 

A Then I went to bed. 

Q Did you have any conversations with your 
wife before you turned in? 

A I don’t think so. 

Q The next morning, what time do you figure 
you got up in the morning? 

A About 7:3-0 or 0:00. 

"Thio png.e is from nn exhibit that wan mnrked for 
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Q Did you have any conversations with your 
wife at that time about Coon stock? 

A With ir.y-wifc, I don't think so. 

Q. Did you make any telephone call3? 

A No, Mr. Rausch called me tack. 

» 

Q That morning? i 

A Yes, he did. 

^ » i 

Q What did he say? 

A He said something to the effect — "Did you call 
•» 

me last night?" And I said, "Y:-s." 

He said, "Did you tell me to sell the 
stock?" And I said, "Yes." ; 

• • i 

.1 

Q, He thought he had a bad dream? 

r 

A Yes. He said, "V.’hat is the problem?" And I said, 
"1 don't know at this point, but it could be a big 
problem and I v.’snt to be out of the stock." 

He said, "You are sure that the problem is 
there?" and I said, ."I don't knew the problem is there. 

• i 

It's too preliminary, but please cell my shares and my 

father-in-law's shares of stock." ! 

* 

So lie said he would. 

I 

Q Do you recallroughly, what time of \ 

• I 

morninc thla wao? / 

A I think.0:OO or 8:30 because I usually leave — 

\ 

. 

•This pure, is from nn exhibit that an marked ..... , .... 
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20 ! 
I 


if I leave my house around 9:00, I net: in around 10:00 
or 10:19, so it had to between 3 : C0 and o : qo o'clock. 

, DRAKE: You nay you told him it was a 

Me problem, but you did not know how big, bccaus 
the figures were preliminary? 

THE WITNESS: That's correct. 

MR. DRAKE; Why. did you characterise it a 3 
a^big problem? 

THE WITNESS: Because I think $600,000, 

#* 

If that number holds up, is a big problem. I 
don't think that is a small number. 

Q What time did you get into work that day? 

^ I guess I got in around 10 or so, again. 

/ 

Q Can you tell-me when.was your next con¬ 
versation- with Mr. Rausch with respect to the Coon 
stock situation? • 

A I think it was that following evening, because 

, i 

while I was walking though the office one of the em¬ 
ployees stopped me and said, "What is going on?" 

| 

I said, "What is the matter?" . j 

He said, "They suspended trading in Goon 

and the stock v.'as down to .11 something," 

So I had to work, I don't remember how late. 

1 

I 'Worked that night, { 


-•‘Thi*"mre is-from nn ojclriblt tliat was marked for, 
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Q Thia wan Friday night? 

• ' • 

A That's right. But when I. got home, I called 
him and ashed'him if he had sold the ntock and lie told 
me, "Yes, he had." 

I don't remember what else we said. I 
think he had asked me whether I had found anything in 
the numbers and I said it was really too preliminary, 
we were still digging and we had a lot of work to do 
to locate it. 

Q What else ensued during the course of that 
conversation? 


» 

13 

t 

|i 

A 

I don' 

t remember„ 


. i 1 

i; 

j 


Q 

Did he ray 

* 

13 

|| 

II 

fi 

to 

do anyth! 

ng for him? 


If. 

{• 

1. 

■\ 

A 

X o on' 

t remember. 


17 


Q 

Did he tell 


)8 

j. 

' 9 ll 

•JO j! 

21 i 


* \ 

•• * II 


Q Did he toil you that he had sold your 

stock? 

A Yes, he had told me he sold at the high for the 
day. 

Q Do you recall what he sold It at? 

A No, 14 and something. 

Q And this was the first you heard of that 
was when you got home in the evening and called him? 

A That' n -correct. 


• "This paEo^iS j'rem an exhibit that v«3 uuirkei for 
Identification, but was not received into ovidenos. 
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2 !j Q Did you have any other conversations with 

I 

3 i Mr. Rausch either that evening or on through that 

I 

I • 

j | weekend? , r 

i V — 

I 

5 J A I think either I called him or he may have called 

i 

6 | me and I don't know what- day, I think we had one other 

* 

7 conversation and maybe lie called again. * I had worked 

8 Saturday and Sunday, so I don't remember exactly when 

✓ i 

9 we talked, but I believe there was one more conversa- 

10 ; tion. 

•• i 

11 ; Q, During that time period? ■ 

. . . * J 

12 | A During some span around the weekend through 

| 

13 Monday, I don't remember the time but he had called 
li ’• and he wanted to know again whether or not I had 

I ' 

in 1 found anything in the numbers and again X told him,’at's 
;; 

ir, i a problem,we have not found anything." 

I; 

|! 

li ji I said, "Hut don : u worry. V ''1.1 probably 


17 

i 

18 ! 

19 | 

’ I 

I 

20 

21 I 


find it, we always have." 

Q Was there anything else included in that 
telephone conversation? 

A I don't remember, 

Q How often would you speak with Mr. Rausch 

c 

in average month? 

A 1 don't know, maybe twice a week, three times a 
week. Two or.three times a week at the most. 

• This pngo is frota an exhibit that wn3 marked for 
• idouliificutloii, but was not.received into evidence. . ... 
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Q Can you tell mo how lone you had owned 
the 6CO shares of Coen stock which lie sold? 


A 


I don't .remember how lone, hut I do remember 


\ - 


that he put rr.e into the stock when it was l8, around 
that time. 

Q Do you recall roughly when that was? 

A No, I don't. 

You don't even have a year? 

A It must have been 1975. 

• •» 

MR. DRAKE: You sale he put you into Geon 

at 10? 

THE WITNESS: Yes. 

MR. DR A ICE; What do you mean by that? 

THE WITNESS: Let me, explain. My relation¬ 
ship with Mr. Rausch coos back a while. No had 
been calling up Mr, Bloom, he was an analyst, : 
he war, interested in Goon and I believe he is 
one of the early promoters of the stock. Some¬ 
how I started receiving his calls and he was very 
fiicndly, he was interested in Geon, he thought 
it was a good company, he wanted to know more 
about it. He asked to com out to the warehouse 
and see v.hat we had, what typo of car parts wo 
• cold. 

\ 

"This i • ;;(.* Is from :ui exhibit that was marked for 
• ldentil'iOaW.o'n, but wna not reculvod lutb evidence.* 1 »• 
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UO 


One day he came out and I showed him 

• » 

around the warehouse, showed hin what wo had — 

MR. DRAKE: Did he meet anyone else while 

' ' 

he was there, Mr. Bloom or — 

THE WITNESS: I don’t believe so, Just 
myself. 

So he came out and we got friendly and 
rethink we went to lunch together. I don't re¬ 
member the exact sequence, but he did want me to 
•* • 
he said he had some first issues that he wanted 

to make some-money for me on. And something I 
had forgotten up until this past weekend, but 
the first transactions that were run In any 
account were not really even in my account, they 
were in my father-in-law's account. He had me 
write a check to my father, my father wrote a 
check to his brokerage house, rhillipo Appel. 
Then, whenever he. sold a stock, lie would sent it 
back to my father ana my father would reimburse m 
MR. DRAKE; Talking about transactions in 
which stock, now, Ccon? 

THE WITNESS: No, these were first issues, 
these were not Court. 

Q Can I find out what was the purpose of 


"Thin p;ir.o is 1 'rct.i on oxhibit that van marked,fov 
identification, but wua not received into evidence*" 
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handling the transaction:) in that manner? 

• « 

A I don't know. 

Q 13 that the way Mr. Rausch a3kcd that they 

c V _ 

be handled and you agreed to this? 

A Ye3* 3ir. 

Q Do you recall any of the now issues that 


1) 


20 ji 


2 \ j! 


he put you into? 


There is one v;ith a Q, Q something.' 


If you don't remember it, don't strain yen 

* i . ^ 


memory. 


A I think there was something with S.P.D. or some¬ 
thing, l don't know at tills point 'whether I ever 
made money on these transactions or lost money. I 


is j, had not — I more or less trusted him to the point 

’ I- • 

!• 

16 |! to lot him handle everything. I had no reason at that 

i* 

i: j; time to suspect tliat' ha was anything but friendly and 

j 

18 i honest and I left all the stock-transactions up to him. 

19 |j MR, DRAKE: My original question is, why 

| „ 

2 0 j; did you state that he put you into Geon? 

i . 

2 1 1 THE WITNESS: I had some other issues, i 

i 

2*> | don't remember their names, but he called up one 

i 

23 j day and S Cl id, "Look, Geon is at l3 and I am buyin; 

i ' • 

2 i some shares of Geon and putting them in the 

I * • i 

I • * l 

2.3 account." 


"Thin y:\r.o Ui i'rciii an exhibit that was marked -for 
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I don't remember when,'but I know I never, 

• • 

at that time, I had not bought any shares of 
Geon. I_ had other shares of stock, but o^c ci->v 
whatever the price, it was moving dov;n to a 
point where' he said, "I think it's a good buy." 
And he cold out the other chares and whatever he 
could buy, he bought Goon. 

^ he know at that time you were an cm.olov 


of Geon? 


Yes, he did. 


Was this subsequent to the date he visited 


the plant? 


Yes. 


r'Ut you don't know how many shares he bcu, 


for you at that time? 


Somewhere in the range of *! or 13 hundred, I an. 


not positive. 


Q Was this your only purchase of Geon, to 
your knowledge? 

A At that point, yes. 

Q When did you subsequently, if you did, 
purchase additional shares of Geon? 

A I don't exactly remember the time again, but he 
wanted me to put up £2,tOO and he wan supposed to put 


■Tbls pnf.e in, from t:n exhibit that was marked 'for 
. Identification, tut wuu not received into evidence.* 
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up t-R,500 and that would buy, I thin!:, AOO more chares, 

i 

which he put in an account in my father-in-lav;' a name. 

Q C .■n you recall roughly v;hcn that v;a3? 

' * _ 

A I think it was '75 again, but I am not positive. 

. Q Was that during tlie cummer or fall of '75? 

» 

A I would have to look at my statements and see, 

Q Have you pot your records of when you 
bought it? . ’ • 

A Yes, 

I 

• . i 

#» 

Q Do you want to take a look at them or if 
you have a summary of the dates and the transactions 
that probably would expedite matters, 

A MR. BERGER: V. T o did net prepare a summary. 

f 

MR, Me00b\T]’. r ': Let's go off the record, 

(Discussion off the record.) 

MR. BERGER; Here are copies of them, 

MR. McCOHUIE: May we have them? 

MR. GERGER;. I will be glad to supply them 

to you. *r • •••'•'. / 

* •* , 

MR. McCCHIHE: V/e will go off the record. 
(Discussion off the record.) 

t 

(Short recess.) 

MR. McCCHIHE: Let the record reflect that 
while off the record counsel for Mr McMahon 


\ . 
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handed us certain document indicating that they 
are certain of the account records for Mr. 

McMahon, for his account v.’lth Mr. Rausch. 

* ' V _ 

MR BERGER: That's correct, although not 
necessarily all in hi3 name. 

MR. MeCONIHS; Right. And also is it-fair 
to state that we agreed while off the record 
that you would check these documents and then 
make available to us copies of them? 

MR. BERGER: .Yes. 

MR. McCONIHS: Also, while off the record, 
we had some brief discussion 'with resocct to the 


li I' 


account and X would like to ask you, Mr. McMahon, 


first of all whether you have reviewed all 
these documents your counsel has supplied to urn 
No, I have not. 


18 i 


Nave you had a chance to look at them at 


all? 


second? 


Why don't you take that chance for a 


MR. BERGER; I might state that these were 


handed to no on Saturday and Mr. McMahon ins not 


oecn then since that time, because they wore in 


•Thin' tfripo In* Iron an exhibit that was marked,fon 
identification, but was not received -into evidence 
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my possession. 

i 

Q Are these documents the originals of which 
are in your possession? 

A Yes. 

. Q Have you reviewed them in the past, any of 

* 

those documents? You must have looked at them when 
you got them? 

A For the most part, I would have to’cay that when 

the information came in I filed it away without looking 
»* 

at it. 


Q Have you had a chance recently to look at 
any of those documents? 

A Not recently, no, 

Q. Recently, in the last three months, from 
today bock? 


A 


No. 


Q 


In your dealings with Mr. Rausch, can you 


recall Mr. Rausch ever purchasing stock for you without 
your knowing of such purchase prior thereto? 

A You mean like if he called up and said 1 put you 
into Goon or I bought this for you? . ,✓ 

A ■* • 

t 

Q Right. 

A Yes. I would have to say that in Just about all 

dancs, except there were two times when I specifically 

\ 

"Thin pint’ in l’roni an oxikibit that wan marked for 
■Identification, but was not received into tvfdonco, 
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cavo him instructions on what to do with the account. 

One was a couple of weeks back. I wanted 
100 shares of.^tock sold to pay some bills. 

MR. BERGER: V/hich stock was that? 

MR. McMAKOM: Geon Industries. 

Then when I called him that Friday morning to 
sell out the two accounts, wore the only real two times 
that I'specifically gave him instructions to do any¬ 
thing with the account. 

## . 

Q Did you have a discretionary account with 


• 1 

12 

• Mi*. 

|| 

Rausch? 

• 

13 

A 

f 

I don’t know what that is. 


i : 

If 

! 

Q It is an account where he has signed 

1 

15 

i| 

authority from you to do whatever in his best •'nvest- 

<0 

tfi 

! ment 

1 

judgment, he wants to do. 


17 

: A ' 

1 

1 don’t know, ' ' 


1H 

I 

! ' 

Q Cc.n you lecall ever signing any documents 


19 

with 

• ’ . i 

respect to you::account with Mr. Rausch? 

• * 

c 

=0 

! a 

• 

I 3igncd a document to open up the account. 

21 

| 

Q To the best of your knowledge, was the ' j 


* 

. • 

information contained on that document complete and 

1 


i 

correct? 

• - 

o. 

• 1 

A 

1 

I don't know. . ' ' 


' I 

i 

r 

Q Do you rocal] what that document was? i 

\ i 

1 


li • 

* . — "This p»ao i« Troui tin exhibit tlmt wu mnrJoid Cor.,. 

* . • • ldoutil'icSt ion, but* w»3 not roceivi'd into ovidouce." 
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Can you recall what It looked like or what 


it was titled'’ 

"V_ 

A No, I am sorry. . 

Q With respect to the ^00 shares which were 
in an account in the name of your father-in-law, Cc.cn 
shares, to your knowledge was that account opened with 
the authority of your father-in-law? 

'A No, it ,.as not. 


Who provided the funds that went into tha 


account? 


197>v 


I believe I put in $2,500 and he matched it 
0. He being Hr. Rausch? 


.Q ' And thin account was setup cometine durin: 


I don’t know if it was setup, but I lenov; — 


I don’t know if there was anything in there before. 

I believe there might have been some transactions in 
that account, I a:n not positive, but I know at the 
day I sold it there wore those *100 shares. 

Q When did you put up your $2,500? 

A I don’ o know, but j can find out, because 1 had 
to borrow from RenofieJ/il Finance to put the money in 

\ 

*Thir. rase ir. i'roin cm exhibit' that wad marked for' .. 

i 'identification, but was not..received into fv.WoncB** 
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there. 

, • 

. Q Can you toll me why you borrowed $2,300 
from BeneflcLru Finance to put into the accounts? 

A Because I did not have the cash available. 


. Q Can you tell me why you buy when you do 

» 

not have cash available? 1 


« 


8 

A I felt Coon wa3 a good investment. I worked 



9 

for thcT company, we were a good company, there was no 

• 


10 

* j 

Teason to think that this was a bad investment. 

•» 1 


. 

11 

Q Did Mr. Rausch know that you were borrowing 



12 

| . from Beneficial Finance'? 

| . 

• 


13 

A Yes, he did. 

! 



• 1» 

MR. liCCOi.II!.”,: ne will go off the record. 



15 

* f 

(Discussion off the record.) 1 

. • i 



10 

I 

17 

Q • Mien did you first learn that Burma Oil was 

i 

interested in acquiring Geon Industries*? 

* j • 

r 

A The first official announcement I had was when 

• i 


• 

■18 | 

• 


19 | 

1 

Frank sat down with me and told me. Previous to this 



20 j 

time there had been rumors and I had also been dis-' 


cussing and talking to Mr. Rausch. He had also heard 
"a rumor" that Gecn was being acquired by a company 
and this was, I don't know exactly the timing, but I 
do remember it was a while, before Frank Bloom actually, 
oat down and was able to tell me that there was a deal 


is »roi.i ou exhibit that.wno mnrkod for 
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3 

•1 

T> 

6 
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8 
9 

10 

11 

12 

13 
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18 !! 

j 

10 i 


17 

18 

19 

20 

21 

22 

23 

21 


with this company called Burra. 

. • 

Q Can you give n:c sonic idea as to when you 
first learned that there was interest by someone in 


' ' v_ 

acquiring Geon? 

A I would have to just roughly say maybe three 

t 

weeks or a month before Frank told me and .1 don’t have 
the exact date but something came up,-whatever it was 

i 

and I don’t know, when Frank was able to'sit dovrn and 
say to me, ’’Look, X have not been able to, tell you 

• r 

this and you probably have some ideas," which I had. 

. . • . . j 

He had gone to England on a trip and there 

. * i 

were a lot of closed-door meetings around Geon, some¬ 
thing was definitely cooking. But he had never really 
oat down until this one day r.nu whatever it was, 
then they were able to say, "Hew we have a deal, we 
are trying to negotiate a deal with Burma Oil." 

1 

He went on to tell me something about 

the company. 

Q .Can you remember when, roughly that was? 

i 

j 

A I cannot. -It has to be connected with some 

events or some meeting, because whatever happened and 

• 

Frank came out of the meeting and called me into his 

I 

office. •* - ! 

* . i 

*; 

, .0. Can you remember whether it was fall or 


"Thife'Y-'W.o ir.’ from nn exhibit that was marked- foj* . 
Idontil icntlon, tut wau not received into evitfonco." 
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winter or spring? 

i 

A I would nay fall or winter, I would only be able 
to narrow it down to that point. 

Q Prior to that time when Mr. Bloom was 
actually talking to you, you had some indication that 
someone was interested in acquiring Geon? 




A That's correct. 

* # I 

(f And that was roughly three wcela or a month 

* i 

'A Somewhere in that catagory — before hand. 

•t • 

Q And at any .time during the period in which 
you had this idea that somebody was interested in 

• i 

acquiring Goon, did you communicate this to Mr. Rausch? 

A Communicate what? 


Tliis idea of your 


interested? 


it i : A It wasn't my idea.. He was actually the first • 

i 

! . 

18 1 one to tell me that he had heard a rumor and I don't 

I • ' . 

19 j remember who, I thought he said his father or some- 

20 !, body had told him that there was a rumor out that Geon 

p 

jj was going to bo acquired. • 


So the first inkling you got was from Mr. 


Rausch? 


That's correct. 


MR. DRAKE; . Do you recall whether or not 

•Thin pmaw i:> from mi exhibit- that wan marked for 
s ' ■ ‘ ’wl./•»«:; not. received into evidence."-.•» 
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McMahon 

that r uni or that you had ‘his discussion with 
Mr. Rausch, was that cat cr about the same tiir.e 

that you began to buy the Gecn stocks 

' V _ 

THE WITNESS: I don't remember. 

Q Did you ask Mr. Rausch where he vans get tin, 
that information from? 


8 ! 

A 

I thought ho had told me 

9 

him bulf I am not positive. It 

io ! 

i 

. i 

'on the street. 

1 

n j 


if 

Q You didn't quiz h 

■ 

12 

il 

i! 

A 

. I didn't believe it. i 

1 

i 

13 ! 

i! 

had 

also been doing the acquir. 

' M 

" 1 


Q Did you hear, that ; 

-■ f 

• from 

him more than this one ti; 

In 1, 

:i 

r. 

it 

I guess he must have toil 

i 

li 

it ;; 

I am 

not positive of that. 

18 I 


Q Has Mr. Rausch, du 2 


the time when you sold the Gcon stock on the Friday, 
February 22 and today, ever called you and asked you 

if you would go along with some story that lie had? 

A Yoo. 

Q Can you recall roughly when that phone 
call was? . - 

A It wan a Wednesday afternoon, I believe, I don't 


•This'IS from on exhibit thnt won marked fQ r 
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. • 

remember the exact day.- Iiut It wan a Wednesday after- 

. • 

* • 

noon and I c ot a call, I v;ao working in tlie other * 
building and I cot a call from him and he said, "Go to 
a phone in another office and call me back at this pay 
phone." And he cave me the number. I believe uc have 
the number here someplace, 

I called the number bade and he said that -- 
MR. BERGER: We have the number if you 


want it. 


MR. McCONIHE: Yes, please. 
THE WITNESS; 51o-791-o29.3. 


MR. DRAKE: Let the record reflect that 


15 li 


i: 


13 i 


you are readinc off a number. 

THE WITNESS;■ It’s a piece of scrap pad. 

Q . Was this a note that you made at the time* 
A Thathi correct. 

I went and called him at that number and 
he told me that he had been called down to the 
American Stock Exchance and that he was coinc to tell 


them the followinc story: I was supposed to have called 

j 

my father-in-law on, I think it was the previous 


Wednesday nipht to tell him that I had to sell the 
stock because I had to pay some bills and that there 
was nothing wronc but Just sell r.y stock. 


~ ‘ "Thin'page iSTrom an exhibit that was marked fot% . 
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Then my father-in-law was tied up cn 
Thursday, could not make the call on Thursday :nd so 
called him Thursday night and told him, "Please sell 

my son-in-lav;'s stock, he has to pay some bills, and 

* 

while you arc at it, 3ell mine also." 

And that meant he would then sell the 
stock on.Friday morning. I then had to call him -- 

• 

I was supposed to call him back about 11:00 or 11:50 

0 * i 

to ask him, if the stock had been sold at which time he 

would tell me, "Yes, he had sold it." 

% 

Q That is the gist of the story that he 
was asking you to tel 1? 

A yes, 

i 

Q . VJhat was yourreacticn to that? 

A I was a little worried and a little upset. 

Q VJhat did you say to him? 

\ 

A I don f t think I said anything at this point to 

j 

• • * 

him. He had to run'-. I did not know at this time but 

I 

| 

I found out later that night that he had also called 

! 

my i’athcr-ln-law with the same story that my father- 

i 

in-law wan to say, if anybody asked, that lie had 

! 

called him on Thursday afternoon, Thursday night and 
that he wan to say,"Sell my son-in-law*a stock and 

r • : 

while you are - at It, sell mine also." , % 

"Tl»i 5 pnpn is. I'.rora on .exhibit-that wan marked for . v ... , r _ 

identification-, but. was not received Into evidence." _._* 
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And I did not know thin until Thursday 
night. Thursday night I called him up and I asked 
him v/hat happened. So he said he had told the story 


and he says -- 


Let me stop you lone enough, so we get the 


right Thursday nights together. 


The Friday that you called to sell the 

✓ . i 

stock — 

* * * 

A Y/as ..the previous Friday. The Thursday night, 

Friday morning v;as the previous week. 

Q So ‘that was February 21 - 22. So a week 

later would be February 23, Karen 1? 

A I think that’s correct, 

Q . So that was this past week? 

A That’s correct, i called Thursday night and 

lie told me what he had said end 1 told him at that * 

time," Karv, I don’t think I can lie like that because 

I felt at that point it was an outright lie." I said, 

"You are drawing my father-in-law into this, he only 

has 100 shares, he doesn't even know what is going on. 

If there is some tiling wrong we have to face it." 

lie said something to the effect — I told 

him my father-in-law is too honest, lie could never lie' 

and 1 don't think I could do it also. Ho said, "Well* 

Tiiiu piipe! l roui on exhibit 'that vaan marked for 
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your father-in-law has to, because the stock is in his 

• * • 

name." 

' I r ^cn’t know what that meant, because any¬ 
how, after I hung up Thursday night I talked to my 
wife and I realised that I could not, at this ooint, 

Co through with this. 

The next morning I called Mr. Neuwirth, v;ho 

/• 

is the chairman of the board and I told him I had a 
problem I wanted to come talk to him about it. So he 

ii , 

said, "Okay, come in and talk." 

So I went in, whenever that was, Thursday 
or Friday mooring, I don’t remerber — 

Q Friday morning,I think it would be. 

A And I went in and .talked to Mr. lleuwir’th and I 
gave a statement that day about what Mr. Launch had 
asked me to do and 1 told him that I could not lie 
about this matter, I had realised that I had done some- 
thlng wrong and whatever happened, happened, but I 
could not lie about this situation. 

Q Can you tell me what your father-in-law’s 


name is? 


A Mr. Louis Maione. 

Q Did you have any conversations with him 
i’bout this particular problem, namely the story? 


"liil:-, r-v'o *.i'rroni r:n exhibit, that was marked*] for . 
idcat. 11 \ ivi i r 1 !, HU. v.an not received into evidence.* - . 
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A Yea. Friday morning after 1 made the appolnt::.en* 
with Hr. Neuwirth, I called my father-in-law at work 
and I told him,^. "Dad, this guy may have called you up 
and he wants you to tell a story." He said, "Yes." 

And I said, "Whatever you do, if he ever calls, you an: 
to tell the truth, no matter who it i3, ‘y° u just toll 
the truth." And he said, "Is anything wrong?" And I 

* i 

^ » 

said, "Don't worry, everything is going to be all right. 

I 

And that was the gist of the conversation. 

•t • 

Q You indicated that you made a statement on 
that Thursday after talking to Hr. Neuwirth? . 

A That's right. 

Q, »Can you tell me who you made that state¬ 


ment to? 

A There was 


Hr. Friedman, Frank }.locn and think 


tiichael Face was there also. 

Q This was in Hr. Ncuwirth's office? 

A That's correct. 

Q Have you had any conversations with Hr. 

I 

Rausch since lot Thursday or Friday? 

! 

A No, I have not, but lie talked to my wife twice. 

r ; 

Q What was the purpose of those conversation:** 

* 

A The first call that she received, he wanted her 

I 

to call up her father and toll him that ho had to tell 

' i 

•This ; :\ro lnfroui mi exhibit tliat was marked for 

• identification, but uas not received into tyldouco.® 
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the story. 


The second time ho called he wanted to 


lenow if I was. bade yet and my wife told him that I 

\ - 

was not back yet and she asked him please tell the 
truth,.and that 'he was drawing by father-in-law into 
this, he was an Innocent bystander and to just 
please tell the truth. 

QT' Do you recall when those phone calls were? 
'A In the afternoon, that Is all I know. 


It is Tuesday now, was it the past 


Friday? 


A This was tills pant Friday, yes. 

EXAMINATION BY ME. EDA ICE: 

Q According to the documents your counsel 

has been, so kind to furnish the commission. It appears 

you purchased, it Is in ycur name or in your father- 

in-law's name, in securities of Coon — 

.. 

A I did not purchase those. 

Q Mr. Rausch purchased them for ycur account 
or for your fath.r-in-laws account. •! 

Prior to those purchases, did Mr. Rausch 

i 

discuss with you these transactions? 

A Which transactions? 

» • 

i 

Q I think there are transactions, November If?, 


p ’iii is p;n i ' : * 1 -r 1 


■,'uV *" 

• ' .1C". " 
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15 and the 16 th, 1975 .. •• . 

MR. BERGER: At the rial: of throwing you 
off'the track, I don’t mean to, but th.c account 
even though it may have been In Mr. McMahon’ s 
name was not for-his account alone. 

MR. McCCNIHE: I thought he said the accour 
in. the name of his father-in-law was a 50-50 
account between him and Rausch. 

THE WITNESS: Yes, and the account in my 
name,,-I believe, is 100 3 hares that my 
father-in-law had bought. 

MR. BERGER: in other words, the father- 
in-law’s account whs a complete blind, and the 
father-in-law a shares wore :l r, Mr. McMahon’s 
account. 

Q The transaction on September 12 of >1C0 
shares •— this is in the account of James McMahon — 

the shares of Geon,did you talk with Mr. Rausch 
prior to that? ‘ 

A This is the first shares in that account. No, 

I did not. 

Q Did you know he was buyinc them for you? 

j 

A I found out afterwards. He called u;>. The day 

r • • j 

that I knew I - had Geon was when he called up and said ^ 1 


•This p»p.o Is froja on exhibit that wna marked for ^ 

identification, but *a» not received into ovidenoo. 


• • b 
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"The stock is at 13 and I think It's a good time," and 
he told me ho had bought the shares and put than into 
my account. '\_ 

Q The other transactions I think occurred in 
these various accounts in late October, the first 1*3 
days of November of '73 and we are referrinc to the 
transactions of this account of Geon securities — 
during this time period, were you aware or did you 
have any knowledge 'whatsoever, that someone was inters:: 

•t , 

in acquiring Geon? 

A I didn't know that time, I am not positive of 
that timing. 

0 . Is that your best recollection? 

A That is. 

Q You don't know whether you knew about that 

or not? ‘ . 

■ • j 

A I don't know. 

Q Did Mr.. Rausch ever ask you whether anyone 
was going to acquire Geon during this time period?* 

A Not ask mo, he told me that he had heard a rumor 
that there was an acquisition pending. 

Q Did he ask you to confirm that rumor? 

A He said, "if you hoar anything, lot n.e know." 
r Q. Did you hear anything? 


•Till;; j ago lr> £i*M*j an exhibit that wan marked fox 
identification, but was not recuivod into evidence." 
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A Nothin" other thin a rumor. I did not 
officially hear until Mr. Bloom told me. 

Q ' Yb’i -don’t, recall when that was? 


When you heard something did you let 


Mr. Rausch know about that? 


I did not hear anything. 


You never heard anything, so you never let 


10 i him know? 


MR,‘ KcCO’JIHE: I have one last question. 

V *• 

0. When you learned from Mr. Bloom about the 
acquisition of Go on by Burma, did you communicate 


l.j n 


that Information to Mr. Rausch? 


Yes, l did. 


How soon after you learned tills informs- 


r 


tion? 


I don't really remember, maybe within a couple 


of days. 

EXAMINATION BY MR. DRAKE: 

Q Did 5 ou know or do you know whether or not 
Mr. Rausch had any position in the securities of Ccon? 


Yes, he had told me lie had Goon securities. 


lie had also told me, I believe, some of his friends 

•This pnpo Is from mi exhibit, that wan ranrUcd for 
,idopttl'icivt ion, tut ,WU3 not received into evidence.,*.. 
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had bought Cleon. . • . . , 

Q Did he toll you the size of that position? 

A I nevcrlepow how rr.any or hov; many people. 

Q Did I understand you earlier to say you 

talked to Mr. Rausch two or three times a week? 

A That was generally — we did not even talk 

business. He would call and ask how the wife and 
/ 

kids were and I would call and ask. hov; his wife and 
kids were. There'was a friendly relationship. He 

ii 

had taken me out to dinner and.my wife and kids a 
number of times. 

Twice, I believe, we were invited over to 
pool. G.iC otiier tiles he hao invited my v;ifc and 
I out to his club for dinner. Two years ago he had 
soil, the kids Christmas presents, so this year I had 
iccip?ocuceo. I think we had made some candles over 
something and gave them to him at Christmas time. 

Arid it was a very friendly relationship. 

Q Did he talk business with you often? 

A Hot too often, occasionally and generally lie 


would say — 


HR, McCOI. 1 H; i have no further questions. 
MR. 13KRGHR; I would like to clarify 


something. 


•Ii.is r vo ■ 
iilontifiention, l:e; 


for w 
t.*v idenco. ' 
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• HcMhon ONLV COFV AVAIL/\8A.E 

When you askfed before, did Mr. Kausch toll 
Mr. McMahon that he lad an.interest in Goon, the 
answer reifsrred to a stock other than the one In 
the father-in-law* s name, where he did have an 

Interest. 

MR. DRAKE: Yes. 

MR. KcCONlHE: Have you any further 
questions that you would like to ask? 

MR. BERGER: I don't think so. 

•i 

MR. Me CON II IE: We will close the record. 
(Time noted: 7:50 P.'k) 
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STATE OF Ub'V; YORK ) 

) ss 

COUNTY OF NSW YORK ) 

= V _ 

I> RHODA KAUFMAN, a Shorthand Reporter 
and Notary Public -within and for the State 
of New York, do'hereby certify that the fore¬ 
going deposition ‘of JAMES G. KcKAKCN was held 
before me on the 5th day of ’.'arch,’ 197 -t; 

That said witness was duly sworn before th 
commencement of his testimony; that said testim 
wa3 taken stenographieally be myself and then 
tianocribed; and that the within transcript is 
a true record of the said deposition. 

.f fi.w i her certify that I am not connected 
by. blood or marriage v.tlth any of the parties to 
chis ac cion, nor am I in the employ of any of 
their counsel, and i am not interested directly 
01 indirectly in the matter in controversy. 

IN WITNESS V.JInRECF I have hereunto set my 
hand at the County and State of New York this 
/ / day or //fig 1,1 / ]Q7 

. /^' . 

id mo a i vO u i'j.-.an 
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PROCHF. 1)1 N c s 



MU. PERI.IS: Let's go on tlic record at 

3:45 p.m., on March 5, 1074. 

Now, Mr. Rauch, would you please raise your 

right hand? 

Whereupon, •• 

MARVIN A. RAUCH 

was called as a witness and, having been first duly 
sworn, testified as follows: 


examination- 

BY MR. PERLIS: 

Q Would you please state your full 

name, Mr. Rauch? 

A My name is Marvin A. Rauch, R-a-u-c-h. 

Q I an Mr. Pcrlis, and Mr. Rubin also - who is 

momentarily out of the room - is here. 

l>c are both officers of the Commission for 
purposes of this proceeding. 

As is customary in any proceedings of this 
kind, sir, I wish to advise you as follows: 



i 


i 


i 



Ol 

- 1 r 


This is an investigation by the United 
States Securities and Exchange Commission, to ascertain 

ij 

whether there have been violations of certain provisions 
of the federal securities laws in connection with transactions 

I 

ji the securities of t»con Industries, Inc. 


•This 

Ident 


iia pare la fro:n nn exhibit that rna marked for 

pntlrloMt ion. h*tt . r roeoivdt Into MVideuco. 
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to 


However, the facts developed in the 
investi"ation might constitute violations of other 
federal statutes. 

Do you understand that? 

A Yes. 

MR. PERLIS: Let the record reflect that- 



7 1 

Counsel, have 

you seen a copy of the formal 


II 

8 i 

i 

order of investigation? 



9 i 

MR. ZELERIiYF.R: 

No. 


i 

10 i 

MR. PLRLIS: 

At this time I will tender 


11 ! 

a copy of the formal order. 



12 ^ 
12 j 

MR. RUBIN: V; 

e will givd you a minute to 

• 

13 '1 

read it and allow the witnes 

s to read it. 


1 1 t 1 

MR. PERI.IS: 

The formal order will be 


15 

available throughout the entire course of these proceed- 


mgs. 

(Short recess.) 

MR. I’LRLIS: Let the record reflect that a 

copy of a subpoena lias just been tendered to Mr. Rauch, 
issued by Mr. Rubin, pursuant to the authority granted 
to him by the formal order of investigation.’ 

THE WITNESS: Excuse me? 

HR. ZLLl'.RHYLE: Wait a second. 

MR. ITT.LTS: Off the record. 

(Discussion off the record.) 


•Thin prr> lr, from •-» exhibit th-vt »aa anrkod for ^ 
identification, but *na not r-~colvod into cvideuoo. 
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, MR. PLRLIS: Hack on the record. 

Let tlie record ’refleet that the witness 
and counsel have had an opportunity to read the fornal 
order, and also have read it, and that it will be 
available for their further inspection during the course 
of testioony here today. 

Now, fir. Rauch, I wish to advise you at this 
time that you have a right to be accompanied, represented 

I 

and advised by counsel. 

This means that you may have an attorney 
present, and that your attorney, can advise you before, durint; 
and after your examination here today. 

Q Do you understand that? 

A Yes. 

( 

I 

HR. R3RLIS: would counsel please identify 

himself for the record? , 

I 

ilR. ZELEIhn i-.R: Benjamin Zckrnter, of the 

firm of Morrison, Paul, Stillman, Beiley, 110 East 59th 
Street, New York City. 

MR. RUBIN: Will you state the firm 

telephone number? 

MR. ZLLI'.RMYER: 595-0100. 

MU. l’LRLIS: Arc you representing Mr. 

Rauch individually hero today? 

i'dv. «.r.I.LR'l\ l.B: That is correct. 




• Ih i 3 pr.po in fi-on an exhibit that ru markedl for 

. i... i nvldenci 
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II 



15 1 

|* 

r. 



you in nnv subsequent proceeding, whether it be civil, 
criminal or administrative. 

You may refuse to answer any question nosed gv 
Mr. Rubin or myself, or give any evidence that may tend to 
incriminate you or subject you to fine, penalty or foncituic. 
This right is granted by the First Amendment to the United 
States Constitution. 

Do you understand that? 

Tim WITNESS: Yes. 

MR. PERLIS: In addition, Section 10C1 of Title IS of 
the United States Code provides in brief that whoever 
knowingly and willfully makes a false statement, conceals 
or covers tip by any tiick, scheme or device, a material | 



fact, or knowingly uses any false writing or document in 
conne ion with an investigation conducted by an agency 
of the United States Government, shall be fined not more 
than $10,000 or imprisoned not more than five years or 
both. 

For purposes of Section 1001, both Mr. Rubin and 
mvvll arc considered officers of the Securities and 
Exchange Commission. 

Furthermore, Section 1021 of Title 13 of the United 


•This I ? 

idcut it' lent ion, 


::i up exhibit thnt vs '3 nmrkod for 
but not received into evidence. 
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States Code, p~ovidcs, in brief, that whoever knowingly 
and willJIily states or subscribes under oath to any 

i 

material ratter which he docs not believe to be true to 

i 

an officer of the United States Government, is guilty of 

perjury and shall be fined not more than $2000 or imprisoned 

' 

not more than five years, or both. 

Once again, sir, for prposes of Section 
1621, both myself and Mr. Rubin arc considered officers 
of the SRC. 

’ ’ Do you understand that? 

THE WITNESS: Yes. 

MR. PERLIS: If at any time during the 

course of the questions you wish to consult with your 
attorney, you may tell me to do so. 

If you wish to consult with him outside of 
this room, please indicate and we will make the necessary 
arrangements. 


i 

If at any time during these proceedings either 
you or your counsel wish to go off the record, please let 
either Mr. Rubin or myself know and we will instfuct the 
reporter go jp off the record. 

However, the reporter will not go off the record 

• I 

at the request of you or your counsel. 

P~ you understand that? 

Th~ WITNESS: Yes. 


"Tills pago is I'r.'u an exhibit that wan marhad for 
identification, I;il was not received into uvidonco." 
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BY MR, 



f u 


Q Would you state your Cull nano, please, 

for the record, Mr. Rauch? 

A My name is Marvin A. Rauch. 

MR. ZELERMYF.R: Messrs. Rubin and Rerlis, 
at this point, gentlemen, I would like the record to reflect 
that I have advised Mr. Rauch, who is under subpoena here 
today, that his failure to testify, his invocation of 
his privilege against self incrimination under the Pifth 
Amendment, could result ii. the loss of his livelihood, and he i 
testifying here today on that•premise and under my advice. 

He is prcparsl to testify, but I want the 
record to reflect the advice I have given him. 

MR. RUBIN: Let the record also reflect 

that while we agree that Mr. Rauch is here pursuant to a 
subpoena, that we have not used any threat, or coercion 
threatening him with loss of li is livelihood, demanding 
that lie testify here and now. 


MR. ZELERMYER. I understand what you say, 

Mr. Rubin. 

However, I have advised him that his refusal 
to testify before the Securities and Exchange Comi.‘ >sion 
could result in the loss of his employment as a member 
of the securities industry. 

* 

MR. RUBIN: Okay. 


■This page in Iron, an exhibit that .an narked1 for ^ 
Identification, hut was not received Into uvldenoe. 
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BY HR. PJiULIS: 


Have you ever u§ed any other names? 


please? 


number? 


What was your place and date of birth. 


I was born in New York cn March 13, 1941. 
Your social security number? 

12S-30-3713. 

Win „ is your home address and telephone 


1069 Channel Road, Hewlett, New York 11557. 


Telephone No. 516-574-74-52. 


number? 


13557. 


What is your business address and telephone 


1300 Peninsula Kaievard, Hewlett, New York 


The phone number is 516: 791-4300. 

What business is located at that address? 
Edwards and Hanley. 

What is your position with Edwards ad Hanley? 
I am a registered rep. 

Since when have you been a registered 


representative with Edwards and Hanley? 


Since August 22 or 25 of 1973, to the 


preoent tine. 


•This tn-o is from rn exhibit that wna mnrkod for 
identification, but was not received into evidence. 
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Q Would you please give a brief rcsur.c of 

your educational background and employment experience, 

' ! 

until such tine as you joined l'.dwnrds and Hanley? 

A Yes. I went to New York City Community 

College in Brooklyn, where I graduated, I think--I am 
pretty sure in 1963, with Bachelor ofScicncc degree in nechnni 
cal--I'just don’t know the last. Some form of engineering, 
but it wasn't completely mechanical engineering. 

I worked for my father, who was in the sheet 
metal business for a short period of time and then I 
went to work in the ladies coat and suit industry, in 
New York City. 

In September of 196--September of October 
•of 1907, I joined the firm of Phillips, Appell and Walden. 

I 

i 

At that time it was located at 469 Seventh Avenue, New 

i 

| 

York City. I 


BY MR. JUBIN: 


In what capacity? 

As a registered rep. 

When did you become actually a registered 


A In Arri1 of 196”. 

Q Have you ever testified before the SNC or 

anv of t lie l'.xcha ages, in any disciplinary >r any other 
pr eding, prior to the (icon matter? 


•This pane is iron, nn exhibit that was marked for 
identification, but bus not rocuivod into uvidenoe. 
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A Now 1 did not. 

Q Have you ever been subject to any 

disciplinary proceeding, by the Exchanges or by the 
Commission, in any matter whatsoever? 

A No. I have not. 


BY MR. PF.RLIS: 

Q Have you ever been convicted under any 
State or Federal law, during the last ten years, for any 
crime, not including traffic offenses? 

A No. 

BY MR. RUBIN: 

Q ‘ You mentioned that you were employed by 
Edwards and Hanley in August 1975? 

A That is correct. 

Q What led to your employment by Edwards 


Ll 


18 


19 


20 


21 - ! 


121 ii 


and Hanley? 

A I went to Edwards and Hanley-- excuse me 

a minute. 

(Witness and his counsel confer.) 

MR. -ZELERMYER: May we go off the record? 

(Discussion off the record.) 

MR. RUBIN’: On the record. 

THE WITNESS: I went to Edwards and Hanley 
because it is convenient, in one respect as to where I . 
reside, and second of all, to tlie product lines they 




» 

1 




I 


I 

I 


•This pace is non iiu exhibit that was marked for 
Identification, but was not rocoived into evidenoe. 
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have to offer pdoplc. 

Q I'y j)roduct 1 ilies , can you describe what 


6 ;! 


10 


11 ' 


12 


13 


M 


15 


you mean by that? 

A Yes. They offer to the public, we have 

mutual funds, we have a Sxnlicatc Department; c have 
life insurance sales. I would say that is about the 
gcncral-- 

Q Did you bring substantially all of your 

customers or clients with you from Phillips, Appcll, when you 
transferred to Edwards and Hanley? 

A Yes, I did. 

Q . Approximately what percentage would you 

say, all 95 percent? 

A I would say 99.9; one custrier didn't. 

Q Approximately how many customers did you have 


17 l; 

W I! 

■I 

|i 

IS 

19 

20 
21 'i 


2.1 !i 


24 

25 | 

II 

|! 

i- 


at Phillips, Apncll? 

A Approximately 200, 250. 

Q Would you characterize them as active 

accounts, generally? 

A No, not all active. 

BY MR. PERILS: 

Q* How many active accounts did you have? 

A Active in the sense of how many trades 

would you say? 

Q At least one trade a month. 


•This pn'-o 1^ from an exhibit that was marked for 
trt^uitlf lent ton. but »ns not roc.lvod tut. ««-• 
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A 1 would say maybe around ten to thirty-five. 

BY MR. RUBIN: 

4 

q On a weekly basis? 

A A weekly basis. Maybe two, three; sonctiung 

like that. Very small. I have one on a daily basis. 

q Did there come a tine either at Phillips, 

Appell and Walden, or subsequent to your leaving Phillips, 
Appell, th at you became aware of Gcon Industries? 

A I was aware of Geon Industries while I was 

at Phillips, Appell. 

q How did you become aware of Geon? 

A I bought Geon Industries in f!ay of 1969, 

for a lient of mine, on the unsolicited basis, hnen I 
heard that this client b ought the particular issue, 

I looked into the company as what kind of comapny it was, 
because I ordered-it was a raw issue at the tine, so I 
ordered a prospectus on the company, which was--I just 

want to get the exact date. 

q ' Who was the customer, do you recall? 


BY MR. 1UIBIN: 


BY MR. PP.IU.IS 


Yesi a Mr. Fink. A Mr. Leo link. 

Was he in any way associated with Geon 


Industries, Tnc.? 


•tuts r«« 

Identification, but not rocolvod Into 
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BY MR. R1JBI.Y 


2 


4 


r 

5 ' 


6 

7 ! 

8 
9 

10 
11 
12 

13 j 

I 

14 I 

|i 

15 •' 


13 ! 


’ 7 l 

I 1 

18 

19 

20 
21 


O » 

- - w 


Q Did Phillips, Appel 1 participate in the 
offering of the new issue? 


A 

Q 

offering? 

A 


1969. 


Not in the new issue; no. 

Did you get it for him at the new issue 

No. 

Or the after market? 

After market. T hat date was May 13, 

f ■ 


21 


2.5 I' 
ll 


Q Pliat led you to follow up this particular 

issue, because Mr. Fink had expressed an interest? 

A I know Mr. Fink is a pretty smart investor, 

.and when I received the prospectus, on the company, I 
looked into it further. 

The field they were in, I thought, was 
most attractive and a tremendous, tremendous growth 
situation. 

Q Did you contact anyone at the company at 

that time? 

A Yes After I--I contacted a Mr. Frank 

Bloom at the company. 

BY MR. PF.RLIS: 

Q Kero you aware of what his position was a.tr the 


■This p:if.e is from mi exhibit that wu3 marked foi 
identification, but wua not received into evidence. 
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company? 

A Yes, I an pretty-sure he was the treasurer 

of the company. 

BY MR. RUBIN: 


5 ii 

Q 

Where did you 

. 

II * 

prospectus? 


7 ! 

A 

Right. 

8 

Q. 

This was also 

9 

abouts? 


10 ' 

1, 

A 

Yes. Either May 

H || 

say it would 

be either rhe end 

12 ii 

that I started to contact the 

1! 

ii 

13 

Q 

Approximately ho’ 

| 

14 |i 

purchase -in I 

lay of 1969? 

^ ii 
. 

A 

At the time two 

1 

*i 

If. 

Q 

At approximately 

17 

1 

sir? 


18 | 

A 

Yes. 

i 

19 I, 


MR. ZELERMYER: 


record to reflect that Mr. Rauch is referring to his 


index sheet? 


this. 


I think it is clear he docs not remember all of 

Till; l/HNi-SS: At 3 and 8 1/2. 

Did you Make any other appreciable purchases, 


•This rr 


' . '..V. !v j h'') * v-h-uce. 
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! . . do 

1 , during the rest o’f 1960 for customers? 

2 A No, not in 1969. 

!| 

3 | Q Did there come a tine after 1969 that 

l| 

1 you began to acquire shares on behalf of your own or 
5 ]i customer accounts? 


6 || A Yes. 

i! 

7 i; Q V.'hat led to these purchases, and approximately 

|i 

8 when did they occur? 

9 A I started taking positions in Geon in 

. i 

10 I 1970. 

| 

11 i, Q Without eoing through date by date. 

12 i ; A I started taking positions in Geon in 1970. 

H 

13 The basic reason was, at that time the innorts coning in 

i 

1 / !' to tiie United States, started to make new highs. And I 

!; 

15 i felt the way to take advantage of the rise in the imports, 


16 into the United States, of small cars, was to by Geon 

17 ; Industries, because they, from information I read on the 

il 

I 

18 i company, they had parts for roughly 95 percent of all the 

I 

| 

19 foreign cars and trucks that arc inported into the United 
‘■>0 States. 

i 

I 

2 i Q Approximately how many total shares did you 

I 

j: purchase in 1970, significant, in excess of 10,000 

I! 

I : shares? 

A Yes. I would say so. 

CY MR. IMiRLIS: 

Q Did you purchase any for vour own account? 

•Thin pnc<? In from nn fmhlblt that, wan marked for 

irinuriflc/itlon^ hut man iiot rucolvod Into evidence."_ 
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ONLY COPY AVAILABLE/!’0 i 

i 

A I Am just wonderinp about the date. Yes, 1 

I 

did. I just want to oivc you when I bought it. In 1971 I 
bought it. 

BY MR. RUBIN*: 

Q n Did there come a time that a Mr. McMahon 
because a customer of yours? 

A Yes, yes, he became a custoner of mine. 

Q When did that occur? 

A In June of 1972. 

Q That is while you were at Phillips, Appell? 

A Correct. 

Q What was Mr. McMahon's position at that 

time? 

A He was employed by Gcon Industries. 

BY MR. PURUS: 

. 

* 

Q Were you aware of that at tint time? 

A Yes, I was. 

Q Did you fill out a new account card with 

respect to Mr. McMahon, at th at time? 

A Yes, I did. 

Q What did ycu list lxis employment as? 



A* 

Anderson f, 

York. 

Q 


I listed as--he was employed by Arthur 
Company, 1545 Avenue of The Americas, New 


At that time you knew lie was no longer employed 




•Thin page in from nn exhibit that wan marlcad for 

Identification, but wan uot received into evidence 
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at Arthur Anderson T ( Company? 


That is correct. 


i 

Did Mr. McMahan tell you to list his employment 


at Arthur Anderson? 


name? 


That is correct. 


V.'hat reason did he give for so listing his 


He felt he didn't want anybody to know he 


worked for a public company and for anybody, whoever 
he felt night see this new account form, ho wanted to say 
that he worked, which he did,'at Arthur Anderson. I 
don't know what time, or when he worked there, but lie told 
me he did work there. 


BY MR. RUBIN: 


Did you discuss with Mr. McMahan the 


relevance of the card, that occasionally spotchccks 
arc done on employment, and various other things on a 
card? 

A * No, I never did. 

MR. RUBIN: Off the record. 

(Discussion off the record.) 


MR. l’FRUS: On the record. 


BY MR. PI-RI.JS: 


Q Mr. Rauch, at this time 1 would once agaip 

point oit to you your Fifth Aundment rights, and would like 


•This pano Is from nn exhibit that was marked for 
Identification, but was not received into evidence." 






Invest icativo Tostiuiony- Rauch 


£l) 


to state that continued questioning by Mr. Rubin or 
myself is to be taken in no way as either an expression 
or implied grant of immunity to you. 

V. ? c have neither the authority, the power to 
make suchgant, even if we were inclined to do so at this 
time. 

* MR. RUBIN: Which we are not. 

MR. PERhIS: I just want to let you know 

you are represented by counsel today and that I wanted 
to point out once again, sir, your Fifth Amendment 
rights, as well as to indicate what I previously said 
regarding our continued questioning and the immunity 


question, 


Do you understand that? And does vour 


counsel understand that? 


MR. ZELERMYER: I understand what vou 


have said. 


said it. 


I am not sure I understand why you Irve 


MR. .RUBIN: Just to make it clear that our 


continued questioning could not be construed as to stale 
that we arc asking. Mr. Rauch to abrogate his rights under tin 
Fifth Amendment to the Constitution, nor to imply we are 
granting, him immunity from continued questioning, because 
of threat or otherwise. 


•This pan 0 Is from an oxhiblt that was mnrkrd for 
Identification, but was uot roeoived iuto oviduuco." 
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MR.* IHLliR: IYER: I understand, 


MR. RUBIN: I want the record to be 


expressly clear that we have 


ted Mr. Rauch 


immunity, nor do we have authori.y or tiic intention 


to do so, 


MR. ZELERMYER: There has been no 


suggestion of any immunity, so I have not lal that 
impression, and 1 do not think Mr. Rauch has had that 


impression. 


I would certainly advise him that lie 


does not have immunity. 

Me understood that he has a privilege, 
under the United States Constitution, to refuse to be a 
witness against himself. 

He iias been subpoenaed here today, and 
he also understands that I have advised him that if he 
invoked his privilege not to testify, he night well lose 
his employment in the securities industries, and he is 
here today, as I said, prepared to testify, with 


tint understanding. 


MR. RUBIN’: 


Arc you-- 


. MR. I’ERLIS: V.c also want you to understand 

that tlie obverse is not necessarily true, that by 
testifying., ho is guaranteeing continued employment 
in the securities industries. 


•This ps<n» Is fr'.vi an exhibit that * ~ marked for 
ldcutificutiou, tat uua not received into evidcuoo.* 
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MR, ZELER. i\LR; I didn't mean to 


00 


succest any such thing. 


MR. RUBIK: Just one additional tiling. j|j s 

riglit to gain livelihood in the securities industries can 
come from numerous sources, that is the American Stock 
Exchange, from Edwards and Hanley, from the SEC, as to 
various different forms of administrative proceedings 
and disciplinary proceedings. 

And tint the SEC is not telling Mr. Rauch 
that if you refuse to testify at this point tlrt lie would 

not be able to gain a livelihood from the securities 
industry. 

MR. ZEEERMYER: I understand the SEC has 

not told him that explicitly, but I*have advised him 
that is a possibility, if lie would refuse to testify 

4 

before the Securities and Exchange Commission, or any of 
its representatives. 


MR. RUBIK’: Fine. 


BY MR. RUBIK: 


Mr. Rauch, to get back-- 
MR. J’ERLIS: Off the record. 
(Discussion off the record.) 


BY MR. Rim IK: 


Mr. Rauch, how did Mr. McM.iluin come to you-to 


open an account? 


•Thin pnpo Is from on exhibit that was marked for 
identification, but was uot received into evidence. 
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A 1 rot Hr. McMahan in the stprior, I thin’: 

it was, of 11)71. At which tifio--tho account was not 
opened yet. 



i 


5 ,! 


6 '! 


7 


10 


u i! 



r 


17 

i; 

18 li 



! 

I 


I met him at--thc first tine I nct--thcy 
didn't ask me that. Excuse me. 

Q How did you meet him? 

A I went to Geon Industries--like I said, 

I used to speak to Mr. Frank Bloom at the company, and I 
started to have a position in Geon, as I testified 
before. 


I wanted to go out to see the company, to 
see exactly the locatio'n, what they did, what kind 
of operation it really was. I put through a call to 
Mr. Bloom, I would think in the summer of 1971, in July 
or August of 1971, at which tine his secretary referred 
me to this gentleman who was, I found out when I 
got there, was Mr. Jim McMahan, or something. Anyway, 
one morning I was at my dentist out on the Island, and 
I called up Hr. McMahan at the company. 

I asked, Can I come over now? And he 

aid, Fine. 


company. 


At which time I did go over to the 
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5 ■ 

6 : ! 
;! 

7 !! 

ii 

6 \ 

9 
10 

11 l| 

. !l 

12 

13 I 

■ 

j« 

t. 

15 li 

i 

l> 

It) ’ 
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17 i! 


18 i 


19 


20 

i! 

j: 

21 | 

|i 

90 ! 

ji 

23 i; 

jl 

2i 


i 

i; 



23 


P.Y HR. RUI’.IX: 


0 


Did he know you. wore a stock broker at that 


tine? 


A Yes, he did. 

Q Did you solicit his business at tint tine? 

A No, I did ret. 

Q How did he cone to open an account with 

you? 

A If I remenber exactly, in the fall of 

197--thc fall of f 71 — I have to look at thc--no, it 

was that sunner of '71, the spring of or sunnier of 1972. 

Q Approximately what was your position, you 

know, just off the record--off the : on of your head, equity 
position in Geon, at that tine? 

A At that tine, I would say I nust have hid 

naybe 20 or 25 or 30 thousand shares, sonwlioro in that 


area. 


BY :!R. PERLIS: . 

Q Between be tine you first became aware 

of Geon, and the tine that Mr. McMahan opened his account, 
had you any other contact with any other Geon officer, 
director or employee, other than Hr. Bloom or Hr. McMahan? 

A Up until when?? 

Q Until Mr. McMahan opened his account. 

A No. Asilc from-- 


•Thls pane Is from on exhibit that was marked for ^ 
idoutificatiou, but wa3 uot received into evidoaoe*^ 
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Q To the host of your recollection. 

A T knew also Vr. n)*nr;:e ‘,'ouwirth, but I don't 

know if it was the time in question that when I also knew 


him. 


Let's go from then until February 22 of 1974, 


arc those the only three employees, officers or directors 
of Geon with whom you had contact? 

A Yes; right. 


BY MR. RUBIN: 


When Mr. McMahan opened his account did he 


purchase any securities in- 


In Geon? 


sir r 


Did he purchase any securities, initially, 


Yes, sir; lie purchased in June of 1972, two 


hundred shares of Optcl, O-p-t-e-1? 


Was that a margin or a cash account? 


Cash account. 


Did it continue to be a cash account? 


Yes. To the best-- Yes. 


When did the--whcn did McMahan.make his 


first purchase in Geon? 


August of 1972. 


Q Did Mr. McMahan open an ccnunt for Lewis 

Maionc simultaneously with opening his. own account. 


^ No. Mr. Maionc''s account was opened first. 

•This paco Is from an exhibit that wna marked for 
ideutii'icutiou, but waa uot received into ovidenoe." 
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1 

— 



jt 


Mr.• Maione’s account was opened first. 

• 


• 


Q 

V.'as that also through Mr. McMahan? 


« , 


3 i 

!| 

A 

Yes. 




J 

BY MR. PHRLIS: 





»• 

i 

5 i 

Q 

HI you understand Mr. Maione's relationship 




I 

6 ii 

to Mr. McMahan at that tine? 




1 

7 

A 

Yes. 




8 

BY MR. RUBIN: 





9 

Q 

Did they buy Geon shares approximately the same 




10 1 

time? 





1 

11 j 

12 1 

A 

No. Mr. McMahan bought Geon in August of 


\ 


1972. 



7 

• 

1 

i 

13 }! . 

i; 

14 !j 

1! 

■ 15 1 

Q 

A 

How many shares? 

He bought 300 shares; at IS 5/8. Mr. Maione 


i 


bought Goon on Nvenber 2, November 6 and November 9 of 

1 

- 


• 

1, 

1973. 





17 j! 

B v MR. PERLIS 

: 



— 

Ii 

18 

Q 

How many shares? 


1 


19 

A 

Six hundred shares. 




20 

Q 

Total? 




21 ! 

A 

Right; correct. 




!; 

BY MR. RUBIN: 



i 


j! 

if 

21 Ii 

*< 

y 

21 j! 

ji 

2.) ij 

Q 

Did there come a tine that you had discussions 


• 

with Mr. Me Mahon, about the proposed merger of Goon, 

with Burma Oil? 

1 

1 

1 



|| 

.1 

•This pare ir, from nn exhibit that was marked for ^ 
idoutiiicutiou, but wua not received into evidence. 
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A 

Q 

A 


Y o s % 

When did that occur? 

I would say sometime in the latter part 


or--sometime in Novembercf 1973. This past 73 

Q Would it be contemporaneous with his 

purchase for Lewis Maione? 

A I would say it could have. 


9 

10 
11 

12 ! 
13 ! 


jl 

13 ! : 


lit 

17 I! 

18 

19 

20 
21 


- {; 


2 ;» ;; 


BY MR. PERLIS: 

Q Was this prior to the public press release 

of such notions? 

A Yes. 

BY MR. RUBIN: 

Q When Mr. McMahan first requested-- it was 

your testimony that Mr. McMahan requester that lie 
not be listed as a Ccon officer, rather than he be 
1istcJ-- 

A As he worked for Gcon, period. He didn't 

want anybody to know that he worked for a public company. 

Q . Was there any concern that not only that 
he worked for a public company* kt that he was biyin^ 
stock of a public company, and may have been privy to 
inside information? 

Did any conversation of that nature take 

place? 

A No. 





•This prwro is from an exhibit that was marked for 
idoutil'icutiou, but way uot received into evidence. 
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Did.he caress why he did not want people 


to know he worked’ for a public company? 


time. 


Q Did it seem unusual to you? 

It then did, at the time, it did at the 


Do you know of anyone else who has done 


that, in your experience as a rep, 


A It was my first'experience as having 

somebody who worked for a public company. So you know it 


was strange for me also 


Q Right. 

Did you tell Mr. McMahan that you had a heavy 
position, a fairly substantial position? 

A Yes. lie knew' my name.. He knew who I was 

through, because I used to speak to Frank doom all the 
time. 

BY MR. PERMS: 

Q Did you request h. : m at that time to keep 

you apprised of developments that might occur within 
Geon, as r ar is they might affect your substantial 
position in that company? 


•This pago lr. from an exhibit that wan marked for 

idoutliicutiou, but *ua uot rocoivud iuto evidence*.^ 
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12 I! 


13 

U 



10 


18 i! 


19 
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I’.Y MR. r.'iRIX: 

Q Did Mr. McMahan volunteer the information 
concernin'’ a proposed merger in November of 1973? 

A Did lie volunteer the information? 

Q How did you come about discussing a proposed 

merger? 

A My father called me back in November of 1973. 

My father called mo to tell me that something's going on with 
Gcon. Do I know anytHng that is going on with Gcon? 

I says, "V.’hy, what do you mean?" 

He says, "There's something--I think 
there's going to be a takeover of Geon." 

15Y MR. PERLIS: 

Q Did you ask your father how lie knew 

that? 

A Yes, sir; I asked my father, and heard it 

from a broker. 

Q Did lie mention t 1c name of the broker? 

A Yes. The broker's name was Mr. Ben 

firkscr.. 

Q Where did he work? 

A Mr. Firkscr worked for-- 

BY MR. RUBIN: 

Q l’-c-r-t-s-c-r? 

A p-i-r-k-s-c-r, 1 think it is. He worked 


*Thl3 r-'^e is ."roni an exhibit that was mnrkod for 

lduutii'iuutiou, but way not rocoived into evidence*^ 
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at the tine for John Kaplan. An<l-- 


£0 9 - ; ' 


time? 


q Did your father have any Coon shares at that 


No. That is when he started to buy it. 


And I called Mr. Filler In to ask bin, I said, you know. 

..what do you hoar on Coon?” This is already--Coon, at tha : 
tine, I an trying to remember, the stock was active 
that day. The stock went up about two points. It made 
a now high. It was up to around 14 3/4 and came down. 

I am trying to--it was sometime in November or maybe 
the end of October. And I called up Mr. Firkser because 
I know him and I asked him "lfhat do you know about Coon?” 

He says, " I can't say. 

And I said now-- 

i 

• q Did he know you were-- 

A lie knows my father. He is an cl’erly gentleman. 

He is now retired down in Florida. This is when I called | 

, t i .«t cm vs 7 Do you heat* of 

up Mr. McMahan, and I askec hiu, 1 sa> , / 

. , p f i 

anythin*; pomp on. 

He says, "Not a thins.” 

1 says, "Where's everybody?” 

lie says, "Nobody's here.” That's the end 

of that. 

o Bid you make any recommendations to anyone else 


r.dwnrds f. Hanley at this tine? 


■This F”E° " rPin nn exhibit that wa3 marked for 
identification, but *us uot r t oived iato evideaoe^ 
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We have records .that reflect tli at at this tine 



6 i 



Phyllis Roscnfeld purchased ili excess of 500 shares nnd-- 

A Phyllis? Must be Marty's wife. 

Q Marty's wife. I guess that it's his account. 

A Can I elaborate on this whole situation? 

t 

Q Why don't you go through and tell us in your 

own words? 

A I have had a trenend6us''pesition in Gcon, 

at this tine. This is going into November. 

Q Early November, would you say? 

A Up until the tine in question, iocb, Rhoades 

has put out reports on Geon. A friend of nine, also a 
broker, calls me up--I am just trying to get the facts 


14 

ji 

iS 

15 

I 

it* ; 


i 



it 



I 

l! 


* < 



together, to tell you how it--oh, a friend of mine is a broker, 
and calls me up and says There is a report, a 30-page 

: 

i 

report coming out. from a brokerage house called Cowen fj 
Company. I have the report with me if anybody would like to 
see it." 

And I understood from my fr iend that this 
fellow is very, very bullish on Geon. He s a bull like 
I wa s. 

And--of which I called up Mr. George 
Nouwirth. I said"I understand Cowin f t Company is coming 
out with a report." 

He says, "Yes; in fact I know he is." 

■This pneo Is fren on exhibit that wns marked for 
identification, but was not received into evidence." 
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Then I says*-1 ashed hir’., "Po you know 
who wrote the report, who the fellow at Cowin was? 

He said a fellow naned Mark Royer. I 
called up Mark Boyer and I started to discuss the company 
with him. 

And here is a guy who knew more than I did. 

I was impressed by it. And I asked him, "Can you please 
send me the report?" 

He says, "I have *o send it to my clients 
first, and then I will send you the report." In the meantime^ 
my other fr iend who knew Royer, sent me a report, I 
think it was a week before Royer sen t me his report, and 
when I read that report, that made me bullish, you know, 
more bullish on the company. 

BY MR. RUBIN: 

Q This is prior to the call to Firkscr? 

A Yes. Ti.xs is all leading up to this. And 

this is the time that the energy crisis, I think, was 
starting to take an effect, and I called up George 
Ncuwirth. 

These things I never called McMahan. I called, 
up George Ncuwirth and I said, "George," I always called 
him George, you know, "this energy crisis, how is this 
going to affect you?" 

lie said, "I couldn't ask for anything hotter 

since I am in the business. This will he the most bullish 

•This rare in from on exhibit that was marked for 
W.ltUicuUou. UK .us uot rocol.od lato uvidonM.*. 
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thi it.: for ns. And I thought sp, too, because everybody 
would be going to snail cars. * 

Now, they claim that the foreign car sales 
started to level off a little bit. Not really, but they 
leveled off at IS or 17 percent. 

So, now, with the energy crisis coning, 

I an going back to ny bullishness again that I was in 1970, 
when I started recommending Geon, because the imports 
were taking 16 percent, IS percent, so I was back in the 


cycle again. 


And I asked him at the time, earnings, 


everything was on target. It was a known fact the company 
was growing between 15 to 20 percent a year in 


earnings. 


And it was Common knowledge, because of the 
business that they had. And that is--I think I went, off 
tile track of what wo were looking for originally. 

BY MR. PERLIS: 

Q We are looking for how you found out 
about the merger, the acquisition by Burma? 


BY MR. RUBIN: 


Until it was Burma? 


About the proposed acquisition. Klint led to 


your purchases in November? 


Tnc Cowin report, and my conversation with Mr 


• Thin page In from on exhibit that wn3 marked for 
identification, but was uot received iuto evidence." 
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Ncuwirth, nd I would say that would--at the time, in 
the beginning of November or the end of October. 

Q When did you recall speaking to Mr. Firkscr 

about tlie possible merger tint he couldn'ttcll you about? 

A I remember it was October. I think it was 

either the latter part of October. 

Q So all of these tilings were contcnnoran cons 

with the other? All of them occurred pretty much the same 


time? 


less. 


Yes. Everything happened at once, more or 


Q Did Mr. McMahan confirm any of this to you, 

Other than that no one was arourtd? 

A lie confirmed to me that there is a deal 

cooking sometime in November, but he knew something was 
happening, but didn't know what. 

BY MR. PERLIS:” 

Q Did he give you any more definite statement 
as to what kind of a deal? 

BY MR. RUBIN: 

Q That is gencrically, like a merger, a big 

acquisition, a bit--alnost anything? 

f 

A I am just trying to think. There arc so 

many people I spoke to. Who cones first? This was after 
the announcement already. 


•Thin pn«*o In from an exhibit that wan marked for 

identification, but waa not roeoivod into evidcuoe#_ 
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This MS :iftrr 1'ecenher 3. lint prior to 
UeccFiUr 3-Bcccnbor 3, I thin); was a Monday. Do you--I 

think it was a Monday. That Friday night prior- -that 
prior Friday night-- 

Q December 3 was a Monday? 

A Righ t. That Friday night I cone hone, I 

set a phone call, Ccorgc Hcuwirth on the phone. So I says 
he is calling no. Called ne hone to tell no that Monday 
morning, before the opening, there wo-,Id be an announcement 
that, he said, rumors have been going on. Cut there will 
be an announcement Monday morning that wo are having 
negotiations with Burma Oil of England. That is when 
I said, ".My Cod, I can 't say, you know, happened th en. 

And sure enough, Hpnday rtrning, before the 
opening, the thing came out. 

BY MR. PERMS: 

Q fhon you said Mr. Firkscr said he cannot 

say, did ho say that with an English accept? 

A Yes. 

Q Unfortunately the record won’t pick that 


Yes. 


BY MR. Ri.'iiI: 


at all? 


Did you get b:d; to Mr. Firkscr on that 


•Thin rere In fr'ai rn r?:Mblt that wnn merfcnfl for 
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Q And had Mr. McMahan been t)ic source of any 

other, or any information prior to lets say December 
3, 1973, concerning the nerger or anything on the fire, 
anything that might be considered to be material 


information? 


No. Not that I-- No. But the information 


that I--you want me to- 


Q You mentioned the purchases, you know, in the 

beginning of November. Sort of contemporaneous with your 
knowledge of a merger, which was not announced until 


December. 


Correct. 


Q "I Did ‘you:’hav e any knowledge in early 
November, such as Mr. Firkser's phone call, that 
something was happening? 


Yes. 


MR. ZELERHYER: 


last question, please? 


Can you read back the 


(Record read.) 

THE WITNESS: You mean besides Mr. Firkser 


and my father? 


BY MR. PERL IS: 


Right. 

Nothing. Mr. McM ahan, lie felt something 


was happening, but lie didn't know what.' 


, TM ,, rr ~ r jj. rr p-:*iih*.t that war. trnrl;P<J for 

XUuuLil iuuliua, Lut uot rwcoivgd_uiU_ 
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BY MR. RUBIN; 


It was then he felt something was happening? 
Right. Somewhere in November. 


BY MR. PJiRLIS: 


Q But it was Mr. Neuwirth who first provided 

you the information that Burma Oil was in fact negotiating 
to acquire Gcon? 

A - Ri^it. 


3rd? 


BY MR. RUBIN 


And that was the the Friday before December 


Right. 


After the close of the market? 
After the close, yes. 

BY MR. PHRLIS: 


»‘ r hat did you do in response to that 


information? 


A In what respect? 

Q Did you purchase any more securities for 

yourself or for your customers accounts in Ceon? 

A After December 3? 

Q Right. Like, first thing Monday morning, 

did you go in and buy up more (Icon? 


N o. i'» o. 


BY MR. RUBIN: 


As of February-- 

4 

•This r is frcin an exhibit that was marked for 

idoi.tirici.tiou, tut araa not received into evidence** 
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13 


my— nuucn i 

ONLY COPY AVAILABLE 

i , 

A Explain. The news canc out and it said that 

1 |, Gcon was having negotiations with Burma Oi. in a price 
3 ! excessively higher than the current market price. And that 
is when the stock opened up, not that much hither. The 
stock opened up, I think it was, closed 11 3/S, something 

like that, before it qened up. at -12 1/2, I th ink it 
was. 

BY MR. PERLIS: 

Q Did you inform anyone else at Edwards 5 Hanley 

of this information? 

A No. 

BY MR. RUBIN: 

Q ilr. Rosenfold was not aware of that you 

U jj Wer ® buyi " 8 “ nd that =' ou d la<1 you know, what tmy ha consider'd 

j| ccrtai A bullish indications in early November, from 

16 ^ 

.. Fir^ser, or from you; father, or from the Cowin 

* 

11 i report? 

ii 

16 II 

A Yes. I was a bull on Geon from the day I 

19 iwalkcd in to tlie office. 

°0 n 

Q I know that. But apparently Mr. Rosen fold 

21 jwas huyins contemporaneous with your purchases, and that he 

22 i is buying for his own account. 

II 

: A ,,c boi l’ 11 it at the sane time? 

ji 

Q Me is buying in November 2, and November .- 



N, 5 of 1973 


I) 


c'-il’-'t tint .»;a for 


•This p-''-" !- ... .. . .. 
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A 


Y e s. 


This is sort of contemporaneous with your 


statements about-- 


I know I got the Cowin report and I give it 


to Mr. Rosenfold, and a couple of the other guys in the 


office to look at it. 


Did you ever discuss with Mr. Roscnfcld 


that you had a customer who was a Genn employee? 


Is there any reason you did not discuss that 


with him? 


I never discussed anybody that I had anemploycc 


with Geon Industrids. 


Okay 


A • Just like he-- 


You arc bullish in the stock, you have a heavy j 


position in the stock, and one of your customers is a Geon 


employee. 


Is it less than a routine relationship. 


| let' s siy? 


Can I express ny feelings? 


Yes. 


At this particular tine, I war., in that tine, 


l was more or less, 0 h, I forgot what I was going to 


say, he was an employee. 1 didn't feel lie was an employee 


■TVlr in rrem m> exhibit that was marked for 

iUtulii'iea' U i, but iuj uol rucoivyd iuto uvlduxmt>«." 
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to any great substance, if you--you know, as far as he 
wasn't a director, or he wasn't in on hoard meetings, 
or he wasn't in on any kind of influence. 


BY MU. PERLIS: 


You thought of him as a lower level employee, , 


sir? 


Right. 


BY MR. RUBIN': 


Was he buying and selling Gcon, or 


was he mostly buying and retaining? 


ile bought it in 1972, and lie held it, then 


he sold some in January of 1974. And-- 
Q Did he buy any more at *74? 


Q Approximately how many did he sell? 

I 

A lie had three hundred shares originally, which 

hr bought in August of 1972. Then he bought another hundred' 
in March of '73, 73. Then he bought .another hundred in 


October of '73. 


Q End', of October? 

A October 22, I sec here, and he sold 

a hundred on January S, 1974, at 13 1/S. 

Q Between the tine of the Pccemhcr, 1 guess 

it would he November 30, when w«ull that he, the Friday, 
Friday, November 30 conversations you hd with fir. Neuwirth, 


•T* lr j "0 lJ Ir-.ui mi Cldi'.Lit tn.it vns marked for 

lUuitiiicatiou, tut wua uot rucwivud into ovidvuuo. 
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|j and February 22, 1974, let's make that February 21st of 

. ! 
1974, did you have any other conversations with any Coon 

. i 

officers, directors or employees regarding Goon? 

A Yes. Mr. George Neuwirth. 

Q Rut not iIr. McMahan? 

i 

j A I spoke to Mr. McMahan, but lie didn't really know 

from our conversations what was going on. 

Q What did Mr. Neuwirth tell you? 

| 

A Mr. Neuwirth--hte key was, we are going now from 

December to February, right? 

Q Correct. 

I 

A I used to call Mr. Neuwirth every week 

to say, George, how is everything going, and he would say, | 
Marvin, everything is great. There was an article on 
February the 3rd, that appeared in the New York Times-- Do 
you have it with you? 

MR. ZliLERMYr.R: Yes. 

BY MR. ZELKRMYEIl: 

Q you can just go nn. 

A Right. There was an article in the 

New York Times, which more or less quoted that the deal 
was completed. February 10. 

BY MR. IT HIIS: 


Yom to freshed your recoiled ion now by lucking 


at the copy o r the article? 


A I don't need the article. 

ir. from an exhibit that wan mnrWi-d tor 
iuentificuti.au, Lui w— uot rucuivud h. * ^iduuuu*^ 
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BY MR. RUB IN: 


Q Just for the date, that is all? 

A The date. The February 10 article. I called 

Mr. Neuwirth hone, and I says, "George, according to this 
article, the deal's completed, where is your money?" 

He said to me, Marvin, all I can tell you 
is tint there are no problems, no hurdles, we arc acting 
like we arc a subsidiary of Ceon." 

I says, "How can"-- 
Q A subsidiary of Burma? 

A "A subsidiary of. Burma;. A subsidiary of Burma. 

I said, "Where is our checks?" I said, " 1Iow 

can the paper say that?',; 

He says, "Because wc arc a family already." 

This was on February 10. And he said to me tneic aic no 
problems, no hurdles. All the major problems were ironed 
out, and there is nothing in front of us to hurt us, an d he 
i said, the auditors arc in, and v;c expect to sign before 
! the auditors are finished. 


BY MR. RUBIN: 


a guess? 


Hid he give you a date, outside date, as 


Approximately--there was a conversation before. 


He rave no a date of, I think it might have been ten days, 
two days - - two weeks, or two to three weeks. 


• 7 .. I -n i-hlllt that was marked for 

lui. not rttiulvud iulo gyidouoo^ 
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BY MU. PERI.IS: • 


i.;r 


Q From February 10? 

A No. Tliis is a conversation I had the 

week prior. I am just trying--the way--the conversations 
I had, it was if--that they were going to sign the 20-- 
either the 21 or 22 of February. 


BY HR.RUBIN: 


Did he indicate there was to be a meeting, the f 


mal signing would be at? 


BY MR. PERLIS 


Between December 3 and February 22, did you at 


any tine increase your position in Geon? 

A Between December 3 and December-- 

Q February 22 of 1974. 

A 01\, yes. 

Q How m any shares additional did you, did 
you purchase, approximately? 

A • From December 3 on? 

Q Yes. 


BY MR. RUBIN: 


on February-- 


December 3? 


I understand you purchased a thousand shares 


That is the IPth. I spoke to Mr. 


Ncuwirth that dnv. 


■Thin pare In frnu an rxhlMt that w marked for 
idcutllicutiwu, Lut wuu u«t rvcuivwU into uvAUuuUOa.^ 
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1 

by , 

I bought a thousand shares for myself on 


• 

February 19th. 'iou are clocking me between December 3rd-- 

1 

I 


3 

BY MR. l’l-RLIS: 



4 

Q And February 22? 



5 

A And February 22. Maybe I bought, maybe two 

i 


6 

thousand, 2500, maybe, from that time. 



7 

BY MR. R BIN: 



8 

Q Did you make any material dispositions during 



9 

that period? 



10 

A Yes. I sold 2000 shares for a Mr. Mazlow 



11 

on February 3, 1974. 



12 

BY MR. PERLIS: 



13 

• 

Q Was that a solicited or unsolicited sale? 



14 ; 

- 

A Unsolicited sale, 2000 dares at 14 1/2. 



15 

Q How were you aware of a memorandum from 



16 i 

! 

Edwards f, Hanley, concerning the holdings by Edwards * l 



17 

Hanley in Geon? I think it came out in November, or 



18 

1 

approximately November. 



19 

A There was a period of time there where / Ir. 



20 

Rosenfeld told me, I can't buy Geon on margin. And 



i 

21 

at which time I was furious. 



22 

I remember at the time because here I was 



23 

i 

a bull, and you aic like trying to tell the bull and lock 



| 

24 

him up. 




Q Did you express to him your confidence in 




• 11 , 1 .. r ..-o is . : > :n exhibit that was marked for 



i 
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Gcon at tint time? 


6 
7 
C 
9 

10 
11 
12 

13 
U 

“I 

l v !' 

17 

IS 

19 


20 


21 
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A Yes. 

q Hid you express to him at all your source 

of that confidence? 

A No. 

BY MR. RUBIN: 

Q Was that contemporaneous with any margin 

calls un Geon? 

A No. 

q Have you ever had any margin calls on Gcon? 

A Yes. When I was at Phillips, Appell and the 

stock was $6. 

q Recently? 

A Mo. I have not had it but this wcek-- 

q Obviously the 22nd, but prior to that 

time? 

A No. 

BY MR. PERLIS: 

q You also testified on February 19 you purchased 

an additional thousand shares, and that was a result of a 
conversation that you had with George Ncuwirth prior to that 

purchase. 

A Nothing out of the oulnary. I just spoke to 

George, and George, "How's everything look?" 

"Great." 


• r .-ry ii3 iicu. i.u exhibit that *aa u.«rked for 

identification, but vuii not iucoivud into ovidouo®^ 
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And then I started to think to myself, I 

M 

2 says, "Here, if I could buy.it at 14 3/4, because when they 

3 lowered the rtargil requirements from 65 to 60 percent, 

4 I had buying power. 

5 So I started to think, I says, "If I can 

6 buy a thousand shares at 14 3/4 ,-which would be $15 net, 

7 and I would exchange the stock, or tender, I don't know 

I 

j 

8 what kind of deal this was, for 16.80, I would make $1800." 

| 

9 I said, "My God, I can get my kids to camp this 

10 summer. I thought it was a sure thing. Like an 

11 absolutely sure th ing. 

12 I am not a trader, I buy and I sit. 

13 BY MR. RUBIK: 

i 

14 * Q Did you consider that to be nonpublic infornatio* 

i 

15 or public information, when Mr. Kcuwirth was saying it 

I 

16. is a sure thing, there's no hurdles, there's no problems? 

17 A I felt that he was telling me in a sense 

18 that he knew I am a large holder of Geon. I think he 

19 just wanted to-- 

20 j (Witness and his counsel confer.) 

21 A (Continuing) No. As far as telling me 

22 something that nobody else knew? 

23 BY MR. RUBIN: 

1 
1 

24 j Q Obviously the company knew and Burma 

25 ] knew, but the average investor on the .Street new or didn't 


•Xljia ri--3 la : ; •••» « » exhibit that waa marked for 

idoutU-iouUoii, Lai. not rweoivud into ovidonoo^ 





Investigative Testimony- Rauch 


U 6 J 


ifu 


1 I know? 


Did you feel this was sort of like a scoop, 


you got the inside track? 

I 

A N’o. i-.o, because I spoke to different 

brokers, you know, about--the stock itself was telling you it \ 


a good deal. 


In other words, any layman or any=> 


BY MR. PERLIS: 

Q Qsidc from the market price of the stock, did 
>ou believe that the general investor would have known 
that the deal was going through smoothly? 

A Yes. Absolutely. 

Q Solely based on the price of the stock? 

I 

I 

A i\o. Ine articles that appeared in the paper there 

i 

was two articles, once in the Times and once in Barron's. 

Q On the 10th? 

A Prior to the 10th. There was an article in 
Barron's where it sayd Burma plunged down a half a billion 
dollars for Geon Industries and Signal Oil. 

BY MR. RUBIN: 

Q Were you in contact with McMahan during the 

month of February 1974? 

A Yes. 

I 

Q On a frequent basis? 

A Frequent? 


•m. p,r.. 1= r,-« ™ 
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4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 ! 

16 

17 
16 

19 

20 
21 
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I 
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n» • 


uo 


Q Rather than character! zc, wha* were your 
conversations? 


Yes? 


A 

Q Were you calling him to find out about the 

. i 

merger or was he calling you to find out about the stock 
or both? 

I 

. 

A No. I ms calling him--I was going to know 
,if there was going to be a solicitation fee on this deal. 

If it was going to be a tender offer. And nobody knew. And 
I thought maybe he knew, and that was-- In other words, 

I had a stake here, I have a large position, I was thinling 
"Oh, my God, if there is a solicitation fee, it would be 
the biggest break that I ever had in my life." And he 
didn't know. 

BY MR. PERLIS: 


Q 

A 

Q 

A 

Q 


Did you speak to Mr. Bloom at all? 
No. 


In this regard? 

No. 

Aside from your initial contacts with Mr, 


Bloom-- 


A In fact, I even asked Mr. Neuwirth that 
question. lie didn't know. 


BY MR. RUBIN: 


lie didn't know what? 


•This pnr.o Is from rn exhibit that wna marked for 
idouUneuliou, but wua not rocolvod into evidence.. . 
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24 


at night? 
A 

hangs uj). 


\ 


I.et me continue. "Co to sleep/' and lie 
'Co to sleep." 


•Thin page i:i from an exhibit that was umrkod for 


A I said, "Mint land of deal is this?" I says 
"Is this a tender offer, a takeover?" I didn't know the 
• difference myself. 

I said, "Is this a solicitation fee on 

this thing?" 

; He said, "I don't know." 

* 

Q Can you describe in your own words what happened 
on February 21st? 

A Want to go after the close? 

Q Eell, -- 

A I get a phone call around one o'clock in the 

morning, 1:30 in the morning, I don't remember the exact 
time. 

I was fast asleep. The phone rings. It is 
Mr. McMahan. He says to me, "Sell my stock," meaning 

McMahan, "Soil my father-in-law's stopk, and go to sloop." 

BY MR. Pl-RLIS: 

Q Nothing further? 

A "And g to sleep." 

BY MR. RUBIN: 

Q He told you that? 

I 

And go to sleep. 

Did he expect you to Execute the sales 
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OtJ 

Al.l of sudden I v/akc up. I says to ixy 

Vifc • " Khat ,liJ hc Then I started to act nervous. 

And I started to think, what happen s. Cod, now, if the 
deal is off? 

I am thinking of all my people. I finally 
fell asleep after a couple of hours of--I didn't want--I 
don't want to tell you the tension I had here. I call him 
brick in the morning at 7: JO. I said to him, I called 

him Jim, I says, "Jim, did you call me or did I have a 
dream?" 


No," he says, '-'I called you." 

"Thanks. What did you say to me?" 

He said, 'Sell my stock, and I want you to 
sell my stock and sell Maionc's stock." 

I said, "What's wrong?" He said, "Something 
is screwy with the nur.brs. 

I said, "Chat do you mean, something's screwy 
with the numbers?" 

I am tryhg to think the conversation. Oh, 
we are going to have to work all week end to see what is 
is, or I will be working with somebody or-we are all noiiw 
to be working--have to work all wabend to see what it is. 

I says the deal off? 

Me says, "No, not that 1 know of." And I 
think it was a three minute conversation that uoning. 


•This o-e i-. frea rn exhibit that was marked for 
iSiuUncuUou, tut .uu not rucuivod iut. .»«««•*. 
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I just had to call him up to say, "Did 

you call me or you did not call me?" 

And that was all that I--thc conversation. That 

is what happened, the 21st. And the 22nd. 

Q Were you concerned tlit you might have 

been in possessxn of material inside or nonpublic information 


A I am just trying to think. I am jut trying 

to--were you-- Can you repeat that question? 

Q Were you aware that you might have been in 

possession of material nonpublic information? 

A Yes. I woulkd say I-- Yes, I think so, yes. 

Q Is that what contributed to your distress and a fr 

« 

ure to get back to sleep right way? 

A No, not at all. No. I was thinking what 

happens if the deal is oif. 

See, originally, from information from talking 

to Gcroge, numbers had nothing to do with this deal. In other 
words, Burma was not buying. This was from my opinion and 

i 

the Street's opinion. Burma was not bulling Gcon foi the 

numbers. They were buying Gcon for the stores, because they , 

* 

had a f.astrol product, which is a highly recommended | 

motor oil for foreign cars. 

Por me to sm: that Burma is-- This is pcr.fcct, 

j 

because they have 110 or 120 stores automatically set 


•This p-'-e 13 from an cr.hiblt that sna marked for 
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Tnves 

up, ami they can never dl it for $36 million. So, at the 
time, I - -earnings, as far as I knew, had ,/thing to 
do with this deal. 

BY MR. PF.RLIS: 

Q Aside from Mr. McMahan that -- on that 
conversation on the 21st and the 22nd, and the other 
conversations that you have testified to, that occurred 

I 

previously, did you speak with any other officers, directors t 
or employees, specifically for example, Mr. Bloom,, j 

regarding the aco.uisition by Burma, or the possibility 
of its successful completion? 

A I didn't, but I called the--I think I--I 
called Mr. Boyer, Mark Boyer, and I think it was that week, 
and it was cither, yes, I think it was Mr. Boyer, because 
I knew he must have an interest-- Yes, I was talking 
to him that week and I says, "Well, how does this-- How 
docs this deal look to you?" 

He says to me, "It looks like it is in the 

bog." 

I says, "Why isn't the stock going any 
higher?" This is when it was 14 3/4. Ane he said, --so 
I said to him,'This sotek is a buy. I t hink I will buy 
some. I think I am going to buy some stock." I think 
this is on the 1‘dth. 

•* 

I said, "Have you spoken to anybody there?" 

He says, "Yes,*I spoke to Mr. Bloom, Frank 

■ T »,io ro'-e is :vrm mi exhibit that was marked for 
Iduutificutifau, ml .■* u.t 
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Bloom." 


T-*wA«fttive Tc 


lvhat did — I said, "What did he say?" 


do 


No, just routine, that they will be sigiing 
shortly, sonething to that effect. 

I said, "How does the deal look to you at 

the time?" 

And it was just routine. Nothing out of the 
ordinary of-—now I am pretty sure it was Mark Boyer 
or, I am trying to think who else did I speak to. I 
also spoke to a Dick Madson who works at Hcrzfeld, Storn. 
He v.as originally a trader in Geon, when they first went 
public. He worked for Newbcrger, Loeb. He is out. of 

Geon, he told me, but I don't know. I called him for 
something. 


And I think maybe him, he said he spoke to 
Frank Bloom. I don't know which guy it was. i know 1 
spoke to a couple of brokers who alwc.sy cabled the 
company, who I in turn-- 


BY MR. RUBIN 


Q Did.Edwards Q Hanley have any policy about 
utilization of material nonpublic information? 

A I imagine they did. 

Q Do you know what the policy was? 

A Offban d, not really. 

Q Did they ever inform you, as a general ni!b, 


•This r.-o in f rein an exhibit that was marked for 

idimtii iculifea, tut wu nut rocuivud into uvxduuo^ 
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[sij 

cither by providing you with the firm rules, or th o' ! 
Exchange rules, or SEC rules, tht inside information--that-- 
about regulations concerning the use of material nonpublic 


information? 


Or wh at you must do when you are--well, when ' 


you observe--when you obtdn such information? 

Are you aware of the general rules and 
regulations concerning the use of material public 
information--excuse me, non=*public information? 


When executing your purchases and sales 


of securities? 


I would say yes. I think my original 


guidelines as a broker. 


° WhGn you weired the call from McMahan, both 
lste a,. night and then when you confirmed the 

news about the bad numbers the next morning, did you 

consider that you had been privy to material nonpublic 


information? 


I would say yes. 


Q IHd you consider discussing this, in fact, did 
you discuss this with your compliance man at Ihhirds f, ! 

IlnnL'y, or with the resident partner or with anyone ! 

else there? - i 


■'i'll'' ••• ;«?j exhibit that was usnrkod for 

lawutiiicutiui., bat -aa not iccoivud JLuto oyldo aoSm.^, 
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Is then* any re-son why you did not? 




21 


Q 

A Any reason why I did not? I didn't think it 
was their business. I don't-- 

Q Were you aware that Mr. Roscnfeld had a 
position in fieon, that Mr. Lynn had a position in Geon, 
both for th eir own accounts and customers' accounts? 

Mr. Leopold had a small position in Geon? 

A Las I aware of it? No. I was aware of the-- 
some of the fellows had stock. I was aware r bsenfeld 
had stock and sold it. 

Q Sold some? 

A. I didn't know he had--any left? 

Q Yes. 

A I really don't know that. 

BY MR. PERLIS: 

Q Did you make any attempt to ascertain whether 
or not anybody still held Goon stock on February 22nd? 

A No. 

BY MR. RUBIN: 

Q Were you aware that-- Did you turn around 
and ask Mr. Lynn what an imbalance was? 

A . Yes. There was a discussion, because we 
T.ot a site and it was--wo asked for a size. Tapes were 
out that inniny, and tne machines quoted the stock 14 3/4, if,. 
The stock closed at 14 7/fi on Thursday. Based on that close, 

• — - - -7 

iduuUIiCuUuu, Uul - 
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M 


the stock shoull have opened up 15 and I thought maybe | 

the stock should open up at 10, because maybe what Cocrge 

told me they signed, and maybe--this is all going through j 

*7 head. The phone call, I forget about it at the moment, 
what he called me. 

IVc were having a discussion. Mr. 'Rosenfcld 
says.imbalance is up. and I said. "I agree with you.” 

Mr. Lynn said. "Imbalance is down.” 

And then we get size comes back, 14 1 / 4 > 
three-quarters. 

Q Hadn't you already placed your order to sell 
approximately 1500 shres before the opening? j 

A It was 1500 shares. I pu t 1500 shares in 
. before the opening. 

Q Who was the ]500 for? 

A Six hundred shares were for It. Maione, 400 shares 
for Mr. McMahon and 500 shares for Blum. 

Q Who is Blum? 

A Dr. Blum is a customer of mine. I have 
two accounts. One.for the doctor and one for his wife. 


all? 


Are they friends with your parents at 


Yes. 


NY MR. IT.IiLIS: 


X ,ut Klc elicited or unsolicited for the 

•This pare in from nn exhibit that waa marked i for 
ilaancuUvu. tut .an ua.t r.ol.od tut, .vldauaa^_ 
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i 

i 111 lims ? 

1 • ! 


• 

2 

A Did he call me directly? Can I read into--I 




3 

spoke to Dr. Blum on Ihursday, where he said to me, maybe, 




4 

you know, it is two points, maybe wc should lighten 


1 


5 

up. > /id- -because he had 3700- shares of stock. And he 




y 6 

owned some stock at nine dollars, when I averaged him 


■ 


7 

out. 




8 

It was like Quinn's Den tal tint I put 




9 

500 into-- No ? he did nt call me directly and say, sell, 




10 

that clay. 




11 

BY MR. RUBIN: 




12 

Q Did you have discretion? 



• 

13 

14 

MR. ZELERMYER: Let him finish his answer 

first. 

• 


■ 


15 1 

A I had--no, no discretion. 





BY MR. l’ERLIS: 


■ 


1 

i 

17 ' 

Q Did you have discretion from Mr. Maione's 


1 


18 

account? 




19 

A No. 


■ 


20 

Q lid Mr. i hionc limself indicate to you that 




21 

you should sell that stock? 




22 

A No. 


■ 


23 

BY MR. RUBIN: 




i 

O » 

l 

Q "lien did you put in the order to sell a thousand 


• 

o r 

shares for your mother? • 




A 1 didn't sell a .thousand shares for my mother. 





• Thl- -e-o is :.••■! • n exhibit that wan marked for 

iduutiricutiou, but wuii uui rvooivod into uvidwaoe^ 
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I thought you sold a thousand shares foi RosaJvn 



Rauch at 14? 

A No. 500 shares for Rosalyn Rauch. 

• ; 

I sold--J told A1-- | 

Q 500 for Rosalyn Blum and 500 for 

Rosalyn Rauch? 

A Correct. 

Q Perhaps 5oo many Rosalyns? 

A Righ t 

BY MR. PERLIS: 

Q Was that also a sale that you submitted 

prior to the opening of t.he market? 

A No. 

I 

Q Okay. 

A I had 1500 shares to sell at tie opening. 

Then I was on the phone, and that is when I was on the 

! 

phone with, excuse me, my father at the time, when the 
stock opened, and-- 
BY MR. RUBIN: 

Q When the market opened, or when Geon opened? 

A When Geon opened. When Geon opened. 1 usually 

i 

speak to him after 10:30 and I was the phone a lot 
on that particular morning. 

i 

What are youjupposed to bringcut? I an 
tryingto th ink now. 

• TMp tr :»n exhibit that was marked for 

idwutiiicatioii, tut wau not ruooivud into oviduacoa."^ 
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,V|ii * Zhl.n.’MYHR; . i don't think tlicrc 


U s j 


is a question. 

BY MR. RUBIN: 

l 

Q When did you decide to dispose of additional 
shares on your own behalf, on behalf of family and 
friends? 

A Now-- 


I understand orders were placed for Herb 


Hide. 


Right. 


Q Then Beverly.Rauch. That is your wife? 

A Yes. 

Q Don Spanton? 

A Don Spanton called me when the stock was 

tradins and told me to sell 300 shares. J)r. Verscholl calle, 
me to sell 300 shares. 

Q Had you given any consideration to selling 

shares on your own behalf, after you had gotten the news 
from-- 

A I wasn't going to sell. 

Q --Me Mahan? 

A. I wasn't fioint: to sell. Can I lead what 

happened to that? 

Q Yes. 

* 

A After the stock opened, stock opened at 14 3/S. 

JTMr. -'-e i" ■::: ;;n cr.hibLt th;it wnn marltod for 

idouliiiculiou, hut wua not rucoivud into ovidu mto*.^ 
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1 

It was a quarter a half. And then the 


1 

2 

tape started to work or something. The stock started 



3 

to come down. I get a call from this Ivan Boski, I never 



4 

| 

met the gentleman, he works for the Arbitration Department 

i 


5 

in Edwards 5 Hanley. 



6 

Can I lead up-- 



7 

MR. ZELERMYER: Off the record? 



8 

MR. RUBIN: Off the record. 



9 

(Discussion off the record.) 


lw 

10 

(Continued on page 60.) 


fols. 

11 


• 


12 

• 


» 

13 




14 

1 

* 



15 

- 



ie 

i 

• 



17 

• 



16 

* 



19 

* 



20 

• 



21 




22 

-■ 



23 !; 

1 

I 

1 



|! 

1 



1 

2, | 

«• 


w 

25 

1 

rf"'P .r r.x. exhibit that «« 

iduiit ii' icatiou, but .U3 UOt_ 
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MR• RUBIN: Back on the record. 

A Can we start from the opening l 

I had the 1500 shares in to sell at the market, 

on the opening. 

Stock openings. 

I am on the phone., Mr. Rosenfeld, I think, 
was stand ins behind me on Hr. Lynn's phone, or on his 
phone. He has a phone right behind there. 

I heard him call up the New York order room 

to sell S00 shares. 

X says Marty, make it 2,000 to sell. 


2 , 000 . 


15007 


I gave him at the — I says make the order 
(By Mr. Ilubin) That is in addition to the 


A Correct. 2,000 shares. 

500 for my father, five-- three hundred for ^ 

pr. Vishel, 100 shares for Mrs. l’eingold, who called 
me, 110 shares for Miss apprahamian, and 200 shares for 

tide. 

q Is Ride a relative? 

is a brother-in-law of mine. , 

I*: that 1200? That is 1200 shares. 

Now, how I had these orders, can I .. j 

Q Do it. 

■This r ;,rp is frmi nn cnhitlt that was marked for 

identification, lut wan notrucoivcd Into uvido upe**. 
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A I was on the phone with hide, because In- 
is buying another stock in particular. 

i 

He wanted to buy 1500 shares of Computer . j 
Design. A limit of about four and three quarters. That 
came to $7500. 

i 

So I was on the phone with him, and I says 

I 

. 

maybe you want to seel Gcon, because he bought Gcou, 
he has high prices, low prices. 

I says you want to sell Geon. 

Now, I honestly do not remember if he told 

i 

me to sell the 500 there and thn, or to use my discretion, 
I do not remember that. 

I 

Q Was this prior to the opening w.c Geon? 

A No, this is after the opening, I spoke 

to nobody before the opening, as far as a customer cr 


anybody is -- 


business. 


1 had the order in, and I went about my 


I was on the phone with other customers, 


doing other transactions. 


Then Ivan Boski calls me up, and he starts 
yelling at me. 

He says what kind of outfit are you guys? 

lie says you guys are selling, stock, and while I an down 

there buying,, you are -- you should be seeling, steed., 

"T’llr, f r.c Is I'-. -.ii t'!> exhibit that was marked for 
lutiitxi ic.Uiou, i - - l_ 1-c a ui m v ataL a 
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I 

!! 

4 i; 

ij 


5 ' 

6 l 

I 

7 i 

e : 

9 | 

io : 

1 

" !! 

12 j' 
!' 

13 j: 

- 

•» 

15 jj 

I! 

]*.: 

• I 

i; 

I? 

i; 

13 !i 
19 jj 

J 

it 

It 

21 ■ 
*■* 4|| 


21 l, 

I 


00 : 

I says Ivan, what do you want from mo? i 
said talk to Marty. I am busy on the phone. 

He says I want stock. Get out of your stockJ 
I want tobuy stock. 

I remember hesitating for a minute, and 
he says give me some stock. What are you in there for. 

Ihc stock is going down. What are you hanging in there 
for? 

S 

I am trying to recollect this conversation. 

He actually forced me, when I say mentally 
forced me, I says here, take five thousand shares, just 
like that. 

{ 

From that conversation, I was under the 

. 

impression he would have taken 50,000 shares, this guy. 

He has that kind of voice. 

i 

I says here, take 5,000, take 5,GOO shares. 

And that was that. 

lhat is when -- Yes. I had a customer sitting 
with me at the time, Mr, tddie Kaufman, who was sitting 
at my desk. 


I said to him, 
want to lighten up on any 

And he said no 
I choked and I 
4-<00 shares, the 000 sums 


Ld, the stock is down, 
stock? 

* 

gave myself, or my wife, 
, lipantou'called me, when 


Do you 


the 
1 was 


i 


•This r-<-e Is from an exhibit that was marked for 
luuutii'icutiou, but ituu not rccuivwci into nyidun oQa^ 
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in the phone with Ivan, and tit balance of tide's order. 
BY MR. PJ.RLIS: 

Q Did any other registered representatives 
call you on February 22nd to find out what was happening i 
with Geon? 

^ I think so. I think, I would say so. 

Q Did you tell them? 


I am just wondering what time of the day it 


was. 


Did anybody -- i do not know, i do not know, 

I said. I remember that. • I said I did not know. 

BY MR. RUBIN: 

Q Was there anyone you discussed the information 

i 

McMahan had given you with? 

A No, nobody. 

| 

And I remember calling Hr. Bor.ki back in the 
afternoon, because he was pretty well, he was smart on 
this whole deal, and -- 

Here is where the stock already closed eleven 

- I 


and seven eighths. 


I asked him what do you think? 
lie says well, go home, relax. There will be 
a deal. i tinuic the deal will bo at a lower price. I 
think there is something wrong with fair numbers. 

Cut go home, relax, come in Monday morining. 

"T’lir. r"*'" 1 ’ Is from nti exhibit that was marked for 
iduutii-wuUuu, tut nol iccoivod lilto wvidoucu*". 
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I 


3 

4 

5 

6 

7 

8 
9 

10 

11 

12 


l! 


13 


u | 

It 

15 " 


16 


17 


18 ! ! 




i 


n 

*•* it 
ij 


lj 


I 



J. thin!; the stock will open, ond I want to 
take away all your stock, because you have no right to 


be in the stock as a rctai man. 

I left. I felt good. I says this is what 
I am going to do. Go home, we come back Monday, and 
give him the rest of my stock. f 

Q Did you have any discussions with McMahan 
about how either of you could explain the respective 
sales? 


A Yes. 

Q Can you stete that quickly, in your own 

words? 

A Yes. 


I spoke to Mr. McMahan. I said in case there 
is an investigation, this is before I knew there was an 
investigation -- 


Ko. 1 said in case anybody asks you if you 
sold your stock, I says tell him you did, because the 
stock is in your name. 


I says do not tell anybody you did not sell 
it, when the stock is in your name. 


where I 
I sold 


lie says well, what happens if 

role it \ Or something to that off 
it or way I sold it. 

I an just trying to recollect 


they ask me 
ect. Or how 

that first 


• 7*. I 1 ? fv 


n •■!) that wan marked for 

Lut. ii-.s not received JLuto evide nce** 
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Ov 

convor: at Ion; 

I says well, suppose — suppose they aslc you 
where you sold it? 

I says well, I used my father-in-law's 
broker. I says well, let's — f 

I feel you love to call me, I says, part of 
when you take an order you are supposed to confirm it. 

He says then let Maione -- Maione called you 
and I wouU -- then I told him, and you better say you 
called me back to confirm the order. To that nature. 

I said all ri£ht, if anybody asks me, then 
I will say that your father-in-law called me, and you 
confirmed the sale, 

Q Can you describe the time of the supposed 

call? 

A When X spoke to him about that? 

Q Let's not say it was 1:30 in the mornin£. 

A No. Mo. This was -- I called him before 

I went down -- when I knew I had to come to the Exchange, 

I called him. 

BY MR. PlIILIS: 

Q Is this last Tuesday or Wednesday? 

A Ri£ht. When I called him. I said I thin!: 


I have to -- because -- Can I express any fee liny,? 


MR.- fchLLRMYl.U: What? 

"This pnro is from cn exhibit that *rn3 marked for 
idcutii'icatiou, but uJ aot rucoivod iato eviduao©.^ 
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7h 

l 

A I w.is coin;' to say, I did not want to put 

• 

•* 

bin in trouble like. 


l\ 

In other words, I hud the impression, I did 


4 

not want to put hin in trouble, cr, you know, to that. 

i 


5 ji 

ii 

I do not want to see the poor kid hurt. He 


► 

6 

I 

was a nice guy, and at the whole time, I might sound 

1 

i 


Ii 

7 1 

| 

dumb, but I did not think it was such a big thing at 

i 


8 1 

the time when thiswhole thing started. 



9 

In my head, I was trying to protect this 



10 ! 

guy. This is what I was trying to do, in case. 



11 i 

. 1 

This is, now I realize what the whole thing. 



12 

t 

MR. RUBIN: 


• 

13 | 

1 

Q Were you concerned that with the -- when 



M , 

the open account card, the new account card for McMahan 

« 

15 ! ! 

tl 

i! 

was filled out incorrectly, that there was some violation 


1G ; ' 

• 

of the rules of Edwards and Hanley, or the exchange, or 



17 

* 

the SuC, as to his employment? 



18 i 

1 

A I was a little concerned, but that was his 



19 | 

| 

wishes. That is what I did. 



20 

| 

I 

I thought of it at the time when I did it. 



21 j 

I says how can I do that? 



22 

. He said -- 



2J '■ 

MR. Ill>HIM: Let's go off the record. 

• * 


• 

o t 

" !! 

(Discussion off the record.) 



2 r i 

1 

Mil. RUBIN: On the record. 



ll 

j 

"This r^’.o is from an exhibit that was marked for 



V . 

r 

i. 

i i ii.ii, LuL not rucoivud la to evidence*.^ 
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15 ! i 
ji 

1G ■ 


17 [; 

P 

19 


19 

20 *i 

ii 

21 |j 


no 

i' 



ll 

!' 

!• 


■ 



&J 

Let's adjourn the record at 5:15. 

Mr. Rauch, I am sure we would like to speak 
to you further about this natter, and we will contact you 
through your attorney. 

If conceivable, vie will continue this 
evening with another reporter, and if now, are you 
available tomorrow? 

MR. ZaLlRMYlR: Possibly in the aftemoone. 


I 


I 

I 

. 


Not in the morning. 


MR. RUBIN: Will there be any hardship if you 

| 

are requiired to come to Washington, at your convenience? 

MR. ZtLr.RIJYcR: Are you going to pay for 


the trip? 


trip. 


MR. RUBIN: I will pay for the witness’s 


Off the record. 

(Discussion off the record.) 

MR. RUBIN: Let's adjourn the record at 5:1G. 
(Whereupon, at 5:13 o'clock p.m., the 
hearing was adjourned as above specified.) 


•This r -o 1= from on exhibit that ra «"*»* for 
iaTuiioatloo. hut .ad not rccolvud into 





u 


o 

vO 


T««AqtiRntIvo TostImony«TRauo!i 


OFFICIAL TRANSCRIPT OF PROCEEDINGS 


BEFORE THE 


Securities and Exchange Commission 




L...J 1 ■' .•< TU 



J. S. ScuUnlMi - ‘-in.-icC UJwt.:i.d 

RECEIVED 


FILE No. HAP. 14 1974 

In the Matter of. 

GEON INDUSTRIES, INCORPORATED 

iVhshinKtci' 

Place .. 

»r D , C „ 

Thursday, 

Pate .. 

Mr.rch 7, 1P74 


Pages ....r:...!T....r..7.. 


CSA REPORTING COMPANY 

OFFICIAL REPORTERS 
300 SKVI.NTII STIIIIFT. S.W. 
WASHINGTON, O.C. 2002 l 


TELEPHONE 303-3007 












Investigatlvo Tostloony- Rauch 


CERTIFIC A T E 


I hereby certify that this is the transcript 
of the- hearing hold before the Securities and Exchange 
Consiissicn on March 7, 1974 in the natter of: Geon 
Industries, Inc. r and that ehis is a full and correct 


transcript of the proceedings, 


CSA .REPORTING CCKPAKY 


X. t 

f J 


*1 

:> i I 


i 




I 








K: ;t 


1 s 


ToritlmonY- ‘Ranclt 




urropj; ti.i: 


rrcurrnrr ; ;rj i ::ci 7 m;gi: co:i::irFioi: 


in the M attor of: 


01:0:1 ii;i:uFTr*irr } TircrrpnnrrrD 


rile ro. i:r-n5 


fecurities and r.vchang Ccmmssion 
500 Capitol 
Washington, D.C. 

March 7, 197A 

The above-e-ntitied Matter convened for investigation, 
pursuant to notice, at 1:00 p.m. 
pni:n:MT: 

On behalf of the F.E.C.: 

pick; rd j. mini:, r.sn. , 

MICIIM.L McCOKIl.T, Esg. 
h\ m;,'ci;ai:L liP.MT, T.sn. 

MTCI 7 TL Pr-'Lir 

On behalf of the Witness: 

r>n!j;*'in rrr.rr,nvr^, rsg. 

Morr.iron, Pan], ft il loan £ Pei lev 
110 last 5°th ftroot 
Kew verb loo.*?.?- 











If' 


TnvftstiRntivo Testimony- Rauch 




« i 




• i 


t ii 


’• j; 

,, ii 
" ii 


P ^ M 

.‘V I? 

t. 

I! 


.. i 


, . i 

. *. « 




*ip. VcCOTii’liT: J ’r. Rauch, you have boon asked to 
appear hrro today at the .Securities and Exchange Commission 
in Vfi shiner ton in continuation of tin? testimony that was taken 
on Tuesday at the? rev York regional office. 

I would like to advice’you, as I believe you were 
advised at that tine, that you have the right to be repre¬ 
sented by counsel. Are you represented by counsel here today: 

MR. RAUCH: Yes, I cm. 

MR. McCOhlllEs Mould counsel identify himself for 


the record, please? 

MR. ZELEPJIYPR» Benjamin Zelermver of the firm 
of Morrison, Raul, Stillman & P-oiley, 110 Past 59th ftrset, 
Maw York City. 

M?.. PeCOHiHK; in addition, Mr. Rauch, I would 
like to advise you that any testimony you give during the 
coui.sc of today's session may be used against you in any 
proceeding, whether it bo civil, criminal or administrative. 

Furthermore, I would like to advise you that vou 
may re.use to answer any guestions posed to you or you may 
refuse to give any evidence that may tend to incriminate you 
or f.ubv.'cc you co a fine, fori .•‘tare of penalty. This right 
.is n r r.-.l to yr\ by the !‘i th Arn ,,d.-r.nt to the Cons. U. tut Ion 


I 


if til.' ! *:; cod !'• c. 


Do you vhd: : ; tt vd thin? 


•This pnne is from nn oxhlblt that wn3 marked for 
ia^ntixlcutiou, but waj not ixcjivod into oviUonuo< 
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MR. HA MCI': 


" ii 

11 i! 


mm. McdPt.’JIT: Lot the* rocordi reflect that at this 
;l 

:.* point ir. time that prior to going or* the record this aftcr- 

! l 

noon we had a diccussion with Mr. Rauch and hir. counsel. Mr. 

<1 

I 

brake and myself were present at the tire, with respect to 
K *r. Rauch and his Fifth Amendment privilege against self- 

i 

■ incrimination. 

i 

| I understand at this point in tire Mr. Rauch's 

counsel has a statement he would like to make for the record. 

Is that correct? 
i 

MR. zrLRRMvrRr Yes. As the record of Tuesday ’’ill 
reflect T have advised Mr. Rauch that his refusal to testifv 

I 

might possibly jeapardito his being able to earn a living 

i 

in the securities industry. 

Mith that advice Mr. Rauch has decided to corpl” 

i 

with the subpoena. I> has apnea reel on Tuesday and again 
here in Teshincrton todsv and is prepared to testify. 

I 

MR. McCOnilJI : Kith respect to that statement I 
i' 

j; would like to advise you, Mr. Rauch, that under the Fifth 

i' 

<' 

!j Amendment to the U.r. Constitution if I or anvone else this 


afternoon r.sl s you an” question which you believe ma” tend 


to incriminate you, suLiecL you to a fir. *, a fcrfoLtur*. 


•*.: oi 


an**' rib r i-vre of p. irJf” you may decline to nn:\>*r that 

if veu wi oh cv the< ’ oundn of the I’if Ji i\,;u»ndnenl io 
t!u> U.r. Const itu< Ion. 

•TMr. para is from an cr.hlblt that wan nmrkod for 

idOUUOa.*_ 


i 4 *• . .. .» ; i.ii r 








* ' ll 


i TestlmonvCRduoh' 

; Oj 

In ad Uti.cn I would like to advise? you with respect 

cr> the ;u.yityour cour.n. '. has given yen that the fheuritie.; 

;] “ n(1 Rac-hango Commission has never and does net disbar screen 

j! 

or censure them or prohibit them from earning a living in 
|i 

I i 

the securities industry based solely on ei individual'c 

i; . 

j exercising his constitutional rights. That includes his 

exercising his constitutional right not to provide incrimi- 

i 

] riating evidence against himself. 

i 

i Do you understand what I say to you? 

i 

1 HR. RAUCH: Yes. 

j 

i 

j 

MR. MCCOIIIIIE: In other words, the fact that you 

» 

might elect to exercise your Fifth Amendment privilege 
| against ssl'i-irciiiPinstion will not be used bv this r.gencv 

i 

as the basis for excluding you from tne securities industry 
i 

! or acting as a broker-dealer. 

i) 

j; 

jl Ho you understand that? 

i: 

i J 

MR. RAUCH: Yes. 

MR. McCOUIHF': In light of your counsel's ir.dica- 

tion that you would like- to proceed with the teiking of your 
ij 

testimony that's what we intend to do. 

ij 

j; * v/oujd like to make it perfectly clear to you, 

1; 

however, that by oroc- dirmr with the taking of vour tortironv 

1 

''' ■ at.opt. the advji*' that your counsel has given ''on 

i! 

i , 

j! |,;i£h ' respect to your Fifth Amendment privilege, nor do wo 

!) 

|j or crn dive you any grant of irmunity. Do you understand 

Ij *Thir. pare Is from nn exhibit that was marked for 

|' idoutiiicutiou, Lut nuu not locoivcd into oyidouco*.^ 
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*i~ 


Rauch' 


&J 


that? 


MR. RAwCr: Yes, 


MR. HcCOIJIl.i:: no ycu havr- any ouc-stions with 

ii 

respec l to this ./hole erestion of your Fifth Apondneiit 

11 

P^ivi Igc o , action thar rnioht bo taken based u.>on vour a s s r - 

! ‘ 

tion of "hat privilege alone, anv possible errant of irmunity 

J or anv other nuestion relatina to those topics which vou 

would like to nsk re at this tine. 

j < 

MR. RAUCI!: Ho. 

j i 

j MR. McCOi.'iM : Also, I would like the record to 

reflect a conrent I nr.de earlier before v;e went on tire I 

i * 

record to the ej....ect that certain of us here did not sit in 
on the taking of your testimony on Tuesday and I understand 

tj _ j 

t!-at there were certain tine pressures at that tine. 

j! ... ' 

.T state this in hopes that veu ’..’ill Lear v.’ith us 

il 

<1 

if v/e ask vou certain questions that nav he repetitive. 




Whereupon, 


MAP VIM A. RAUCI’ 


havina been previously sworn, was eyrnined and testified 


f u r t h e r a s foil or rs : 


T MAwTIMATIOP 


!.v rn. fWMiT: 

0 Can yc u l.i: t those psopl.- at (loon They*,frie.'i vh< 


'■ou knew. 


■t. er uvii Vli */ho war. the chniimen of th. 

•Thin peso in from nn exhibit tint was marked for 
iduutificutiou, but uiuu sol rocoivod into evidenoe.*_ 
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?.l 


CO 


Board .-nd iiv. Japes McMahon, and I don't know his position. 


p. 


1>, there cry one c Iso that you know that is employed 


j* 

' !i 


by Geor 

* 

; 

ji 

6 1| 



I spoke to Mr. Bloom several times. 

j. 

t 

3 \ 


P 

Anyone else? 

3 

i 

Ji 





fl 

1 

A. 

Thar s all. 

i 

• 

, 


0- 

Those are the only three people that you know of 

, 

* II 

II 

1 


i 

% 

0 

1 

l 

1 

that or 

o employed by Goon. 

i 

i 

•J 

1 

A. 

That's correct. 

» 

10 

t 



BY MR. DRAKE: 

i 

j 

,| 


ft 

Did you testify that you don't know the position 


K 1 


of Mr. 

McMahon? 

• 

! 

t 

i 

k 

| 

53 

I 

• i 

A. 

Thet's right. I know he's an accountant but I 

i 

j 

i 

u ! 

didn’t 

know until the. other thing -that he was a controller 

• 

! 

i 

i 

j 


I! 

it 

or assi 

.stant at a subsidiary c>r Gaon. 

% •> 

!l 

i! 

P. 

But you do know that he works in the accounting 



department. 

A. That's right. 

BY MR. McCOUIIir:: 

o. Can you tell ms how long you've known Mr. George 
Neuwirth? 


A. 

0 - 


a 


T :rot bin at Goon’s first annual mooting 
then was that? 

T would say that war: April of 1970. 

V, 

I Jew long have you known hr. McMahon? 


•Thin pr^p in from nn e::hiMt tint ms marked fot* 
idoutii'ie..litSU, Lul nut rocoivevi iuto tvidoaoa."^ 
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< I 


ft> 


«> i 


?7 


» |i 

l! 

H 

ii 

I' 


CO 


A. I rot him at the- ccw.par.w some ti.no in tho numr "r 
or fall of 1971. 

n Uhat wars you doing at the company? 

A. I had a position at Geon. 

0 A stock position? 

A. Yes. I had a stock position for customers or I 

was on the vorne. I had stock. I was already interested 
in Goon at the t.ire so I wanted to see their operation so 
I called Hr. McMahon and he tolu re to coma over. 


0 . 


before? 


IIow did you call Hr. McMahon? Had you known him 


A. Ho. 

p. How clid you call him? 

A. I used to speak to Mr. Dloon at the company and 
on a dav Mr. Sicon turned my call over to Mr. McMahon. I 
wan talking to bin and told him X would to core out to see 
the comnanv so he says when you’re out ir. the area why don’t 
you give re a call. 

One particular day I war. at ny dentist who was way 
out on tho Inland near Geon and from there I called Mr. 
McMahon /.nd says I'm in the area, can I core over and he 

r. •*» * , l f i 

The exact t ! .re I don't knew’. T don't know if it 

vac in the r.ui i'.r r or at tor summer. 

n Hut in any case i i. w.i.i the r.uri"*.‘r or fa)] of 1971. 
"This p^r-e Is from fin exhibit that rns mfirhci for 
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ro 


A. That's-, correct. 

P Can you develop a little bit your relationship 
with Hr. McMahon from when you first met him in the fall of 
1 '171 until now. 


A. Vos. After nesting Mr. McMahon I spoke with him 
a couple- of tines and then in the summar of 1972 I invited 


him cut to my club. I belong to a beach club cut on the 
Island. He came out with his children at that time. 

After that I would say we’ve had dinner a couple 
of times. I’ve had lunch with him a couple of times. I was 
out to his house once. Ila had a mobr.l house that was being 
shipped from a factory and l was very interested because I 
grew with him at the time his house was coming and I was 
very an::5.cus to see how a prefabricated house came out. 

0- How would you describe your relationship with Mr. 
McMahon as of January, 1974. Mere you pretty good friends? 

A. I would say so. 

p. Are you pretty good friends, with fir. Meuvirth? 

A. 1 don ’ t know — 

P Lot me rephrase the question. How well do you knew 
Mr. Keuwirth? 

A. I don’t know his family. I know Mr. Ileuwi.cth frc/n 
meeting viih hi., cum conw'"nation.-; with him. 

P Low often would vru nay you would jiv-t with or 
converse with M *. ' . uwirLh on a monthly basis? 


•This pane is frrn rn rrhlblt thnt win trnrked for 
iUc.tiiicatiou, Lul w.a uot rccoivod into oviduuooV 
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A. It was more in the last period of tine. I had 
lunch with Mr. Jleuwirth frequently and I would nay I've 
spoken to him at leant once a week minimum. 

p It was more recently. That do you mean by that? 

A. Ever since the announcement of the deal with 

Duma Oil. 

0. That would be in December, 107 3? 

A. Right. 

Q. I had lunch with Mr. Heuwirth prior to that in 
November. I would say I was speaking to him regularly sine: 
the stock was around $0.00 which is the reason I think it 
was before the summer. There was a period where Goon went 
down from 23 to (7/2. it would be in '73 some time. T 
would speak to him and always found him to be very honest 
in his speech with re. I didn’t feel he was leading me cn. 

0 Ifnat was your purpose in speaking with him? To 
get information cn Geon? 

A. Yen. I was a large holder of Geon. 

p VJhen did you first learn of burmn Oil's interest 
in Geon? 

A. I knew there war. a deal with Goon but I didn't 

knew it vu:. ;ith r.un a Oil. Do vou want me to start from 
th.au rojr.h? ' 


A. ) it an'M-’h.- re ,; rcm Cole,! or through 

•This pope in from nn er.hibit that vvns ninrked for 
lduiitificiitiou, tut i»uu uot ruculvcd into ovid.uaco^"_ 
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bov.-rher that l know there was a deal or hoard there was a* 
eool cooking with another company. 

0- You right have learned in October there v-as cor.-e- 
thinrf cockinr«? 

A - Mfi y be th « of October through November. I don't 
r now the exact tiro because there vpre so many things 
happening at that particular tine. 

0 So many things with respect n Geon? 

Ves * 1 knfH ' '"as an institutional report 

cor.inn cut on Goon by Coenen & Comapny. x n fact I went to 
see the analyst who wrote that report. New Meuwirth told 
re they were working on the report at the company so I went 
in to rer-t this analyst. 

Prcn I; ' £ ' etincT Mn 1 woulci_say his thoughts on the 
cor j vany were like nine. I was very bullish on the company. 

I originally started * > buy this stock in 1970 

Q ’ !l “ n ciu you moot with this man from Coenen & 

Cornany? 

K 

0. 

P. 


Tt would be before- his report cane out. 
•as it in the summer of 1973? 

No. it was before October 17. 


C v hat w.v. the date of the renort? 

1 : ■''•i.v-' 'or evtob-r J 7. T don’t, knov vhon ho ror.t 
C ’^* 1 <10; ;i !s ' f'van rent rc n report. X had 

r ° hS: ' ia <*r maybe the end of Pop tcir.be r. 


■This r-go lr. fr-er rn exhibit that was narked for 
iUcutiilcati-a, Lui uot rucuivcii iuto evideuce 
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o. At the tiro that report came out, which vas Octol or 

17 — 

A. That 1 r, what the- date- of the report is. 

0 o):pv. It ray cone out <r clay either vav. 

A. T 'icrlit. r«iv the rpnort care out in Octol or. 

0 Lot’s around the riddle of October. 

A. T’hen T received ny cor' r . I don't know whether hr 
rent it out to his clients. I'o told me T would net it after 
he rent it to his clients because his customers pet the 
report first. 

0 • At the time you received the report did you know 

at that tire that Cleon had nonet hi no cool: inn? 

A. I.’o. Not at all. 

o t’hen did you first learn — strike that. 

from whom did vou first, learn that ser-thine was 


1/1 

i •• 

1 

cc ol:inp 

with respect to 

17 

! 

i 

i 

■ 

A. 

r ran nv fathe 

5 C 

! 

ii 

i 

ft 

T'here did he 

<*; 

»f 

V 

A. 

*tv father has 

.'a 

ii 

t; 

i* 

lot of 1 

ro!:ers. 

n 

i. 

!! 
f 1 

n 

• ’.’hat is vrur 

i 




j» 

ij 

it 

A. 

Jules ’‘euc'.i 

c 

. 4 

i« 

»» 

0 

Tin' fin r. t i or 1 


from? 


1. I'r .lrnrjud it fro:- a pent lrnv.n l y tin nai.t • of 1c 

r '~c s Is lhv-t nn exhibit that wan marked for 
iuatioii, in*. ■ is not evolved luto ovidouce** 
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rirksor. 


jj 0- Is he a broker in Uew York? 

i 

A. J don't knot.’ not.’ hut ho was v.’orkina for John Kaplan. 

} 

,1 

n Do you recall what it was that your father told you 
j! 

jj at that tine? 

»• 

|i 

ft. My father said to rie what do vou knew about Geon? 

I says nothing really, why? lie says T hear there's goincj to 

i • 

j be a deal with Geon. Or somebody might acquire Geon. T 

i 

asked him hot? do you know? be says this particular person 
bought maybe 6,000 cr 7,000 shares of stock at the time — 

{ 

0- Are you referring to. Mr. Firkser? 

i 

i 

A. This gentlemen bought from Mr. Firkser. Somebody 

I 

•i' bought 7,000 shares of stock of Goon, be had as much ricjht 
!! 
it 

li buying that much stock as vou have buying one share. 

!} ‘ 

2j 

ii 0 It was not a big investment for him? Is that whet 
)) 

I* 

{? 

vou're saying? 

.I 

jj 

A. It was a tremendous investment for him. Maybe my 

j 

eaoression is wrong. In other words,, this particular guy 

j 

i 

must have over-extended himself. 

I 

o Okay. Did your father cwn any stocl: in Geon at 

i 

I the time ho v?ar telling you this? 


0 Do you roc*.31 what vour position was in Goon at 


the tire? 


A. 1,/irgf. 

"This r”~? is frn rr.kiMt that was marked for 

U!, uot rocoived. into iiviut>uoo«"_ 
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i) 50,Off or GO,000 shore*.*5? 


A. I voulcl sav around there 


Vrur orrsona1 position? 


Oh, r.o. !!y holdings for r.v customers. 

Fly next question is hov* much did you personally 


A. T o'.’nod 2,300 shares at that tiro. 

0 That i-’ns shares in v.’hich you had a beneficial 
interest yourself. 


A. That's correct. 

0 That accounts, were those hold in? 

A. Mv wife ' s account, roveriy Pouch. 
o Anv other accounts in v.’hich shares were held? 

A. fly son. Sevan shares for Fcott Rauch. Loverly 

r.aucli as custodian for Scott Pouch. 


o That tine are v:o tailing about b.ere? 

A. I'nd oi October. 

0 There wore sono shores in vour v.’ife's account and 


it 


your son's account to the total of 2,300. 

A. v os. 2,307. 

o And this was at th.c end of October, 3 073. 
a Than »-our father told <»nu that nonething was coo! 
inn Vi lh rm, ci to (iron v:hat war the no::fc thi/.q ”ou did ii 
ro'snect o rirdini out more about 'Von? 


A. T c.V' 3 'd u> Mr. McMahon. I told him I hoard there 

"This re**© Is from rn rr.h’.blt that ran marked for 
luculiiiuutioii, tut -«.i uot locoiVfd iuto oviduuuo** 
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was something going on with Soon. Did you hoar anything? 
l.'o says I don’t know. Nobody's boro. 

0 V.’liat happened after that? 

A. After that T. got the Ccsnen report. 

BY MR. PTHLIS: 

0- Did you cell Mr. Firkser? 

A. Yes. 

0 ''ns that prior tc calling Mr. McMahon? 


ticn? 


» ojj.d you relate the substance of that conversa— 


A* ^ called up .ii*. Firkssr and says I understand 
you bought some- Gson. I said to him who told you to buy 
the stock and where did you get it- from? His answer to re 
was I can’t say. 

o Let the record reflect that the witness has 
answered in a British accent. 

A. That’s correct. 

(\ Mr. Firkner isn’t British, is ho? 

A. Do. 

BY MR. DRAKE: 

h. Bid you know Mr. Pirksor nrinr to that tire? 

A- 1 1 v\' known him for c* lone tin**. 

1,1 l " *■ ! •‘■f/ni T icon t <. c. you that he answered in 

;i Br i t j. rh aecc n? 

■This J'f'r.o is from rn exhibit that we.s marked for 

u.Li.tii'iouliou, Lut wau not. rccuivci i-uto cvidoaCQ> , _ 
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00 

A. t.'hy do J. feel — 

0 Nhy st that tine* do vou feel it was significant 

to you that lie an swore-cl in a British accent? 

A. Because when it came out that it was Human Oi ] -- 
British. 

P At that tine was it significant that he- answered 
that v.’ct'i? 


A. I thought it was a foreign concern. 

0- Is this what he was telling you? 

A. I thought it was foreign people buying. 

0 I thought all you know this was when you first 
learned there were negotiations going or;. Ue-'re talking 
about November — 

A. We’re talking about October. 

0- I'll rinht. 'hat did you know before vou called 
Mr. Firkser? 


A. Nothing. 

BY MB. r.UDIIJ: 

p That do vou think he neant when he talked in a 
foreinn accent in that conversation? 

A. That somebody foreign war. l.uyjng the- stock. 

0 It didn't con.’ to you after — 

A. After I found out it war: Burn a Oil then I said 
eor t 1 od\ over in j.cnuion l:now something v ho bought tlio 
stool . 

•’"Ms r"'•o is from nn exhibit thnt win mrlcefl for 
iuciilii'Acation, but not rucuivoti into oviUtiuco*." 
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00 


BY MR. PIU'J.TP: 


0 J t the fci'-fr you ncL-'clica no sereinI * i enif icnr.o 
when ho said in a British accent "I can't sav," 


ilo. Just that someone foreign bought the stock. 
MR. PUriH: Let's go off the record. 


(Discussion off the record.) 

MR. MeCCHin:: On the record. 

MR. Zl.’LERMYER: Mr. Rouch has told me what he 


weans to niiy is that he understood Mr. Firkser to be tellina 
him that the customer of Mr. Firkser who had bought the 
G,000 or 7,000 shares referred to by Mr. Rauch’s father 
was British. 


BY MR. PFRL1F: 

0 Did you at any subsequent time discover Mr. 


Firkser'c source of information? 

io. T called him a couple of times to ask him if 
he heard anything new and he used to say to me that his 
client was out cf town. 

BY MR. MeCO .a IT: 

0 Let's go or. from this point. You call McMahon 
after tnlfcirg to your father and Firkser. Is that right? 

A. ’ Yi s s. 


0 

A. 


McMahon arid he didn’t know anything? 

•fhal's correct. lie .said I don't know. Kobody's; 


bore. 


"Thin pore in from nrj exhibit that wnn marked for 
identification, lat .as uot rccolvud. iuto uvid uaut)*.*. 
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0 v] ' c ‘ : * v - ycu next t t 1': to n5 out thin acquisition o- 


neon? 


j A. I called up Mr. IJeuwirth. 

0 l-’ns this irnedi uto ly after your conversation with 

i 

I McMahon or some tine later? 

•j 

A. I would say around then. This is I.ovenLer I would 

i 

i would sav in the beginning of Ilovernber. 

; 0- VThat did vou call Mr. Ileuwirth for’ 

| A. Just to as!: bin if anything Weis doino. 

f 

0 Did you ask bin any specifics? 

i 

! A. No. Just generallv like how's evervthing. T said 

i 

i 

to hin — 

t 

i 

o T’hat did he- say to vou? 

Jl 

A. Marvin, everything is oreat. This was the start 

' i 

[I .... • 

ui. uiie energy crisis. I said, George, hew is this going to 

^o-i-ect you. :'e said, Marvin, this is the greatest timing 

of events for us because everything is going to be small 


cars. 


0 Did be mention the acquisition possibilities for 


Geon? 


A - 1 hovf about having lunch and he said 

fin.- so he wnd« a da+r- there and th: n for bin to meet me. 
Thie. v.vis in Mover' rr. 

•• 

0 ri d ycu nee t nir? 

A. Yeti. 

•T'.ln p-.' > r> tn rrnrt en exhibit that wns nvtrltefl for 
lacutiiUuiiMi, Lui Uv.u uot rvouivud iuto evidence*^ 
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00 

i.y ;vi. iiui.J.:: 

0 licv; soon after the call was the lunch? 

A. Maybe a wee}: or two at the worst. It van in 


t.'ovar'ber before Thanksgiving. 

BY MK. McCONIliE: 

Q. V?hat did you discuss at lunch? 

A. V’c- went to the bar first and ha said to n? I don't 
want to talk because the bar tender is the kind of guy who 
likes to lister:, t’o waited until the bar tender moved awev 
and he gives me some new brochures ho brought on this new 
division they opened up on ultra fine car parts. 




He said 

look at me 

, so I 

looked at him 

and he 

win! 

:od ~i 

ire. Be 

touched r.'.e 

on the 

leg and said 

what do 

you 

perse: 

irlly own 

the stock 

p 4- T 

U u « _ JL 

s&xd por^cr»ti 

lly ri'.y 


average is about 23“/? or 24 . 


BY .MB. HUBIM: 

(). You’re talking about your average personally and 
not for a 3.3. your customers. 

A. Ho was asking we v;hat do I ov;n the stock at. 

BY MP. McCO iIiri>. 

o In other words, what your base is for all your pur¬ 
rs tij'.os so fr r? 

A. T would j r;. \ no that’s, what ho meant. 

g r! at did you .moan v;hc.i you said 23. 

A. I fo:.oot. it: split. fh* average wcu3d be- rough3y 

•Thin pa,<*o is fmn rn exhibit that wna mnrhf'd for 
iucati.ic>.LBu, L_. uot rucoivwvl i-uto uvidcuco. 

I 
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around 15 or 1C. re says hold on Cor thor.c t GO days. Vhat 
w& r, the gist of -;hc- drink at the bar. 

0 Did vcu ever find cut what ho van talking nl out? 

A. Lot no continue. I think it was a week or ton 
days later I cot a phc.no call at koine. It was a Friday 
niorht. 


Fas this the Friday before the public announcement? 


A. 


Ve s. 


0 I Jo venire r 307 

A. Yes. I got a phone call Friday night and he says 
Marvin, I think I owe it to you. You'll see an announcement 
coining out Monday morning that wo' re having discussions with 
Eurrna Cil of England on a possible* aenuisition of Gt-on. 

I got off the phone and was excited to I sent hir 
a bottle of liquor saving good luck. 


BY MU. PHILIP: 

0 Between the tine you net at the lur and your 
conversation on ITovemher 30 had you nurchnsed anv additional 
share; of Goon for either vour own accounts or the accounts 


of any of your oustoners? 

A. Hot really. If I did it was vorv little, but T 

have the records with re. It wan very, very little because 
J had a i ".onsure i * po: i t.ion l y then anyway. 

TY MU. ilFAbl;: 


0 


Vh ;ir v.’i'Vt '»o\i ’in? 


> —v, j - r ^.n \ en or.Mblt that was pnrkod for 
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North rhoro Hie?a!: House. 


W.s there fuvene f. Iso there v;i th you? 


A. No. It was just the? two of us, 


BY Mil. PUBTN: 

o Did you buy any from the end of October through 


November 30? 


I bought sene. 


BY .MR. .McCCITIHC: 


Q Did you bring your trading records v/ith you? 
ii 

A. Yes. 

ii 

(Discussion off the record.) 
i 
i 

i MR. ZELERMYBR: The record should reflect that I 

i 

1 

have tended to you gentlemen photostatic copies that Mr. 

« * 

Rauch made at my direction of those pages from his books 

ii 

which, reflect all of his customers who hau long positions 

ii 
* j 

ii in Geon at the close of business on February 21, 1974. 

.» 
i! 

I 1 MR, MeCONIIil!: bet the record ciiso reflect that 

ii 

any particular account which we discuss v;e'll have marked 

l! v .... ■ • 

as an exhibit. 


(Discussion off the record.) 

MR. N-COMILL r Let me ask the Reporter to make 
this document as Rauch Exhibit 1 

(Rauch Inhibit No. 1 wen marked 
for identiflention.) 




rr r. r 1 r; f,-'n rn c::MMt thnt wen mnrkpfl for 

iuutu-.Ui.m LuL uut l'wcuivud JLuLo uyiduuQ9«V 
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i-JO 


r.v :•!*. ncc:n::irr: 

0. Hr- Ranch, ..at mo shov: you Exhibit No. 1 which is 
Beverly r 'auc.h spr-cinl account. T’hat in chat account? 

A. Beverly Pnuc:h is a special account I opened up on 
7\ucruf,t 0 f 1972 which X purchased He on and transferred over 
to the other Beverly Bauch account. 

p. Let’s loo!: at the Lac): side where it shows pur¬ 
chases. 

A. I used the sane sheet when I bought Geon in 
November at L'dv:ards £ Ilanly. ’ Uhen I opened it up originally 
at 600 shares in August. 

0. here those two transposed over to Beverly Bauch's 


* *’ , 

J «r. , 

0. here 

1 

V. >i 

'1 

other account? 

1 

1 

1 v ; 

A. That 

;! 

\ 

0 . vrnr.t 

... !| 

*• I'l 

A. Thcs 


a VThat about the purchases we see next cn thet page, 
A. These uro additional purchases that I made in 
Bovernb .•r. 

0. TJlio wore you malting those purchases for? 

A. "y wife; 

p. Pas she providing che money for that? 

A. YtS/ '.he war-. 

o. vi.orio pin ch;, res ore 11-2 and 11-C. Night? 

it You'll ; « e ».ov«'i!.b£»r 2, C, 12 and 16. 

(I At th» l ira tiio~e pure liases uvra made had you had 

vour luncheon v:v h Mr. t.’eew? rtl;'.’ 

I- r. 1 nn p: Mbit that *n3 mnrkP<3 for 

xuuiitii ioulicu, -a- uot rucoivud into uvxdwuuu^ 
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i 


» 

r, ! 

t 

! 


> •» 


* 'i 

it 


r. \ 



23 


A. V.o. 3 • • i tryinn to think now. Mo, I don’t think 

«. .* • 

0. Uhafc indorsation did you have at that tins with 
respect to the- possible acquisition of Goon? 

A. There was a rumor of it but I had no confirmation 
of it. 

0- You had the conversations with your father and 
Hr. Firkser and you had called McMahon. 


•* 

A. 

Right. 


!•:> i 

0- 

But you had not yet had lunch 

ith Meuwirth. 

w j 

i 


That’s correc t. 


M /. « 

1 . 

< 

o. 

The purchases there in December 

3 f 4 , and 13 

! 

I 3 ; 

by that 

tire you had hc : .d lunch with ITeuwi 

rth. 

5 J 

A. 

That's correct. 


id : ! 

I 

ft 

What additional information did 

you have with 

-I 

respect 

to the acquisition of ('eon at the 

time of these 


purchases. The first part of December. 

You had had a discussion with your father and 
Mr. Firksor and lunch with Mr. Meuwirth. 

A. Ana the Coor.cn report. 

C- V.’hat else did you have? 

A* On Dacamber 3 was the public announcement. 

0- Ho re. cucli.v5.cn you had the public announcemnnfc. 

A. That’s correct. 

C ''icit t ine dir yon have when you made purchases or. 

•••p.j.* in fro-.' fin exhibit thnt wnfi mnrkcfl for 

iUcutil'iculiOU, UwL » — Udi. rwCtfiVUwl iiitO CiVlUuUOBa _ 
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the 4th arul 13th. 


A. llothixicr cine. 


0 , you had no additional conversations with Ileuwirth? 

A. Yes, but no additional information. 

Q Did you got any additional information from 
McMahon? 

A. Ho. I’e didn't 3:now anything definite, lie just 
knew there v:as sore thing going on. 

0. Uhen you would buy for the Beverly Bauch special 
account would you also buy for a number of your other cus¬ 
tomers? 

A. f ure. 

0. You would buy for a-, number of accounts at the 


same time. 


That'? correct. This is when I became extremeiy 


bullish on the stock again. 

p. That ether accounts particularly would you be 
paying attention to and buying for? 

Some cf your customers you might have mentioned 


to them casualIv at some time pick, up some Coon. It might 


bo a rreod buy. On the other hand there are ether customer*.', 
thec you 3:now the/ should !• in (Icon. 

v.'hich ,iii* vour r.r\ cial custodiers that you put in 


C.eon. 


Li.t i%' •• tJ - 1 .kv::>. Coming to this time* I had :i 

j n f rC!n nn exhibit that was marked for 

ajt rucolvud into uviduUCO 






•«* • 
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2-* i| 

I, 


*! 


I —' 


hugn position in Goon. V'hrn‘ I received the Ccenen repor t 


which was the beginning of Kovcvrbar I became extremely 
bullish on Cron and that's when 1 vent around to all ny 


people who Li po?rib7c- V’orc- able to average down or 


make 


now comndtiv.vjr.ts in Goon. I was a big bull then. 

-T spoke to the analyst on Goon and I spoke to 
people T.’ho Knew the analyst on G-acn and he told r.io that 


j he carries a rot of v&ight in the street and they were 

j: estimating the stock to move anywhere between 17 and 20 

| 

based on his report b-cause Goon is a very thin stock and 

j; 

i{ tightly held so the float is not that la roe. 

i 

If there was any good buying then on this report. 

j; the stock would r;ove up. Some thine? else I irerr.snbor nov. 

!! 

Loab, Rhoades hod an analyst maating at the care time. /\11 

i 

i 

i ... 

i) tci7\3 happened r.round tha sane cima. 

i! 

i 0- V : hat vine was that? 

•j 

ii E 'd.d of October and Movernber. This is when I 

! 

^*- a -t lO coir,a like a bull again. In the mail I received 

j 

this. . 


(Discussion off the record.) 

KH. EPLtr.MYERs Lee the record reflect that Mr. 
Rauch has submitted this paper. 

lot's t|. c it marked as Rauch 

inhibit ?’o. 2. 


'-’-In rin frrr’ nn exhibit thnt res merited for 
XULilt ii X wuC iv**l| tul uot rccuivvii JluLo uyid mco«.V 
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?.C 


(Rnuch Exhibit bo. 2 was narked 
for identification.) 

TIT MTKEPf: The analyst reetinq that Loah, Rhodes 
conduct.-d and the Cesnsn ronort van just tremendous because 
either them buying or Coar.cn' s people buyinq I know I had to 
e stock. 

(Discussion off the record.) 

EY ?1R. McCOMIEL: 

0- I WeiS reviewinq your account cards, Mr. Rauch. I 
notice between Mcvar.'ber 20 and 30 there is a larqe amount 
of purchasing ir. Geon. Were the buys there prompted pri¬ 
marily by your luncheon with Mr. i'euuirth? 

A. X would say it was part of all my bullishness. 

Q. At least added to your bullishness. 

A. Yrs. 

MR. rcCOt’IIT: Let me get thin marked as Rauch 
Exhibit bo. 3. 

(Rauch Exhibit Eo. 3 was marked 
for identification.) 

EY MR. McCO'IIliE: 

0. . Let r c- show you this and ask that you identify 

A •- • 

A. Yen. (ihnt'r Mr. Maion-'s account. 


!>i "a l.no.: '.r. flaione? 


A. 


o. 


•This f.'>«*« I” r.n exhibit that wnn marked for 

iclviiCli a w.iL 1 v*., Lwl iijt i*vcvii/^U iato 








♦ „ /. J 
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XtjA. 


thing el so wont to him. 

0 Hio 'v-re you employed by when this account was 
opened? 


C’O 


•' *.» 
u 

t 

!| 

A. 

Philips, Appel & Walden. 

ii 

•i 

0 

Thc-n veu tool; this account with you to Edwards f. 

r, 1 

i 

Nanly? 


• !i 

’i 

A. 

There was nothing to transpose. I just re-opened 

Ml 

•i 

it when 

I joined Edwards & I'anly. 

* j 

! 

0 

b’as there anything in the account when you came to 

« 

•° 1 

i 

* * 

Edwards 

« Ilanly? 

is 

1 

A. 

l.cj. T used the sheet when the account rcooened. 

• 

5£ i 

i 

i 

I uned t 

he same sheet in ny booh. 

•• ij 

0 

Did you do any trades for this a '-ecu'- •? 

,. Ii 


- 

j! 

A. 

At lhilaps, Appal. Those two trades, dust those 

i! 

il 

two tree. 

oe in December and -larch. 

:s 

‘ t 
• • 

(X 

Ivhat year was than? 

j) 

i: ii 
. 

A. 

1972. I open the account on 12-9-1971. 

sc ; 

ft 

These trades would Lo the end of 1971 and the 

. •* > • 

beginning of 1572. 

j‘ 

ti 



:* :• 

, 1 

A. 

Yen. 

?: !' 

1 

n. 

hith .respool to those trades the order come fro;; 

i 

r 

Mc'Iahcn. 


1 

’V t 

• * », 

A. 

I believe so. 


0 vou t handle any of the funds insofar as: 

pnvinn for time recmicim or payinci out the mroc.'rds f rcm 

•Tliis r'*'*? Is .-rca on exhibit that ns marked for 
idtiiitiiic.it. ca, but *iot received lulu evidence** 


1 
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M 


the sale. 


Tiint’.-'J correct us far as I recall. 



I! 


by ir*. pr::a.iss 


« 

• 4 

1 

o. 

V’oro those trades solicited or 

unsolicited? 

*) 

it 

i 

• 


These trades ware solicited. 



\ 

Q. 

By yourself? 


M 

\i 

s. 

Yes. 


4 

i 

j 

0. 

«V W^ h'vr. 

* - • ' - - . 4.'. ! . 



j 

,i 

I 

h. 

YCS. 


{a 

1 

• 


BY Mil. DRAKE 2 


• r 
y * 

♦ 

i 

i 

o. 

You knew that those trades vrere 

for McMahon's 

r «, 

l.. 

i 

» 

• 

account 

even though they were in fiaione's 

name. 


! 

. 

! 


Ho. At the time X third; Mr. Me' 

'ahon told me to 

< i 

ii 

rfive them to his father-in-law. 


• : 

|! 

• f 

i 

i 

CL 

Uhy did you call Mr. McMahon rc 

solicit trades 

t * 

'i 

i 

for this 

account? 


i • 

;| 

■i 

t 

IL 

That’s whan lie told m-n co open up the account. 


,1 

i 

j 

I 

0- 

In his father-in-lair* s name? 


?.* • 

1 

1 

t 

i 

A. 

Yes. 



i 

i 

? 

-I 

0 

In Ms*. Maion^'s nave. 


2i 

i 

♦ 

i 

1 

n. 

Yes. To the best of my recollection because I 

Jw 

t 

i 

opan00 c 

P another account for Mr. McMahon 

ric.'ht after that 

.• 

i 

♦ 


by iMcconj«::: 


y * 

t 

1 

i 

d 

bh.in 5 cu wore at lidvrards & Ban?y 

■ you had «?ri 


account curd for Mr.inoo but nothing in the account. 

•T^ln r' , ~e Is fr~tn nn cxhiMt that wan marked for 
luculii'iCul-o.;, tut wuu not rycoivud luto cvldy uco*."^ 
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> 


. i 


‘ ' 

j 

C ; l 

•| 


>1 


U !, 


li 

i| 

i v !i 


,, i! 


* !, 


* * 


0*0 


h 


That's correct. 


C>. I'ov; did Goon cono to got into that account in 
November of 1972? 

A. The Gcon came into tho account fren re talking tc 
f'r. McMahon. I don't know whether I started to solicit 
that first order or whether he cane hack. j don't remember 
hut at the time he.said buy it and put it in ny fatheredn~ 
lav’s none. 

T nore dj.d tho funds to pay for these purchases 

core fro:-!? 

A. The funds ccaae from r?r. McMahon. Mr. McMahon 

was qc.i-.rr to put up the money for this. After he bought 
w.i'.. jlli— he v.’i :.t tc his ratner—in—lav; to see if liis father - 
in-law '•'oulc: give hrn the money for the shares of stock. 

0 This is what Mr. McMehcn related to you? 

A. Yc s. I.’O want to his fat her-in-lav/ to as.’: him for 
the r.on:v and hie father-in-lav; wouldn't give him the money, 
fo it was now around the middle of November. 

0 ie'rr talking about tho trades on ]]--?, ll-G and 
11-9-73? 

A Vos. The money was duo seven tfavr later. 

? Tor I-1- 2 U': ready a:q. 11.-". 

A. Jt war on o.vtonr.Ku so you‘to talk Sir, about the 
15th. "o . r*c ,; a!u»n um into a prol lo « v.her,- ho called 
me and void rv ;i thin time that hi-; father-in-law wouldn't 

•“M*’ r"~e 13 from an oxhlblt that was marked for 
luoutixicatioa, Lut was uot recoivod la to evideuQS*.^ 



« 
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e- 
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llii. 


00 


ai-v.ro him the nor.cy. .sow there was a problem. lie said he 
I 

' was ooinc to try and b or rev; the money. l!e tried to borrov; 

ii 

$5,000 ar.d he v/ro turned down. 

ji 

0. Is that how much v?as needed here? 

I n Yes. On margin. He decided to gc to either 

i Household Finance of Beneficial Finance and he was able to 
get $?., 500. This is when I told him that maybe I could lend 
hin the balance because his extension was already due and to 
liquidate the account would mean the account was fxo-^en. 

i 

n Did you recommend that he go to Beneficial Finance 
' or Household Finance? 

i 

« 

h I think it came un in conversation because he knew 
i 
I 

r borrowed money for home improvement loans at times. 


'to t' 

Evidently he. went 

to 

one 

of the 

■t 

l| 

:} 

I not him to pick 

op 

the 

money. 

i 

«< 

*•* ; 

ft Khy ves 

1* A 

iLKj 

put 

ting th 


account. V*hy didn't he just put it in his account? 

Let ire explain. When I first opened the account 
for Mr. ricMuhor. you'll notice it has the wrong business 
address on there and employer and wrong phone number. 

The reason for that is he didn't want anyone to 
knew tnnt he was working for a public oomnony, especially 

Ci.o:i. 

g I vv.rt you to puli out 'cMniui ’ s account:. That 
v/nx oo uiod <1-5-72. 


■Tiiiri pr>re In from rn exhibit thnt *:iS marked for 
iui-utii'iculioii, Lut uut rccuivwd into evidence#^ 
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a. yes. 


0 There was all that information on there about 
Arthur Anderson and no on because McMahon didn't anyone to 
knov/ he was associated with a public company, especially 
Geon. 

A. That's correct. 

0 Hut you don’t get any trades in Geon until August. 

If McMahon is going to give you all this information to avoid 

revealing that he is employed by Geon, a public company, and 
the trader, in Geon aren’t for many months after that. 

Can you explain that? Why is he interested in 
coverinr? up his Geon employment when he's not trading in 
Coon stock. 

A. He just raid he didn't want anybody to knov; that 
he worked for a nubile company at the time. 

0. Who is going to knov; besides you? 

A. Loe.!>, Rhoades was investment banker of Geon. 

0 Were you not at Fdwards & Wanly in April of 1972? 


c Jeered. 


I was at Philips, Appel who re Loeb, Rhoades 


Let's get back to the other account. What vras 


the ~ sn] iv.iation for putting the November purchases in the 
Melon*.- recount ? 


This in what he wanted. 


0 Did h-> toll "on why? 


•Thin r"i**o in frcri m exhibit thnt wr >3 tnnrkod for 
ldcuLii IcuLita, Lut was uol rucoivcd into uyiiivuGO* 


Jt 
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M 


Did you ask him v:hy? 


I micl'.t have. 


0- Did it make any sense to you at the time to put 

purchases of one customer into the account cf another cus¬ 


tomer <• 


(Discussion off the record.) 


MR. McCOIJTHE 


I- 

» r 
' • 11 


0 The question is why put the November, 1973 pur¬ 
chases by McMahon in his father’s account rather than in 
his own account? 

f.. Repeat that. A thought cams to me. 

0. Why put the 11-73 purchases of Gecn stock by 
McMahon in Ills father-in-law’s account rather than pv ting 
thorn in hie account. 

If I remember correctly I told him to put it in 
hie account. I said cut it in your account. 

£1 You're putting it in the account, aren't you? 

These ara your records. 

A. At the time I said put it in your account and he 
said I don't wart it mv account so T said why don't we open 
a.u account lor «.■ cur wife ant ho said no bo enure, it wi: bock 

4 

•*o the or. < :■ ":r.j thing that he doesn't anyone to know he verb 
for Cco !. Than ha rr.kvd mo do if have an account for hie 

father-Lr.-l. w arc'. T. mid yos so ho said put it: in that 

"Thin pr-e lr. t*''cv.r nn exhibit thnt win mnrkod for 
iduilii Let wuj uot received into evidence*V 


a 
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M 




p. I’n sorry. Thnt just doesn’t nnUe any sense to re 
at all. v:hv ™i« putting it in his wife's account bring up 

th 0 problem of his working at Gson? 

because on a nov; account form vou have to put down 

vihat the husbeind does. 

0. Phy? You. didn't put it on the old account. The 
old acccunt says he works for Arthur Anderson. V’hv would 
you have to bother with fornalities when you open an account 

for his wife? 

A. He knew I had to put down that ho works tor He-cn, 
at particular tiro. I think he just joined Ceon when 

■ I nv=t hin. I don't roi'ieiaber. 

0. That was back in 1970? 

A. 1971. 

o. Let ns ask you about this loan of $2,500 you made 
to him so ho could buy the stock in iTover-ifcer. 

A.. This was after the stock wan bought, 

n. You made hin a loan. 

\ My v.-ife did. I not her perrisrion. 

n Can von toll ro the conditions of that loan? 


i; u! : it in /act a loan in the non.ial sense of tin- 


1rr\ le. i? 


It fr-r Tn rthIMt thnt .13 ^ for ' , 
bUlllMMi U* .UU'uoi WM i»M 
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the interest rate? 


!. Kor.o. 


What i/cs the evidence of indebtedness? he si cm 


a note or anything? 


by mi. nrtv/r ; 


Was it secured by anything? 


Who possessed the securities? 


fir. IUiione. It’s in the account. 


Where? 


ht i : 'd wards £ Kanly. 

Did Edwards & Ilanly know you loaned him the money? 


Did you give him the money in cash? 


Yes. 


0. Did you actually give him the cash and he crave it 


back to yen? 


A. I went to meet’Mr. McMahon and collect his money 
and the balance I put in the account as cash. 

0 Did he know you woreputting it in his account? 


A. Yes. 


«? r ’f 
• ' •< 

i 


(?• Did lie as), you to do that or did yc.*u sutyont if? 
A. There was no choice at that point. 

0- v:hy net? 

"This pnpe in from nn exhibit that was mnrked for 
iuuutiiicutiou* tut wuu uot received into ovt<iouoo«. a 
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00 


/••• 'i'l. : rcuoy v:. j due or. th. second extension. It' ? 

ready rhe end of i.’ovi:?') r-r 

o. T-Tere you avrnro of Mr. McMahon's financial sa . .cion' 


* 

fl. 

Ko. 

• 


0. 

Did you over ash him if he could pay for it? 

if 

A. 

no. 

*• 1 

• 

0 

On margin or otherwise? 

! 

l 

A. 

I never ashed any questions. 

i’ j 
j 

0. 

Is this hov; you handle your other accounts? 

K» i 
, 

A. 

7-.s far as vrhat? 

i 

i 



• ’ i 

i 

0- 

Customer resources to pay for securities. Do you 

# 0 > \ 

' ! 
j 

ever ash 

your other customers? 

1 

» 

!'C. | 

A. 

Hot really. 

: 

< • , 
i 

0. 

bhen a customer calls and asks you to buy securiti 

i 

r i 

do veu as 

h him a bank reference? 

j 

i; 

A. 

Yes. 

'1 

.r- ij 

| 

Oi 

Did you ash Hr. McMahon for a bank reference? 

• f ii 

A. 

Yes. 

If 

tl 

0. 

Did you or Mdwards c Ilanlv check it? 

r , S 

i- 

i 

• j 

'j 

A. 

I think they did. 


0- • r»icl you have any reason to believe that Mr. McMahon i 

could pay for these sueur:. ties? | 

! 

A. l b liewd that he could pav for thaw. 

*• I 

0. .-I.it VMS that 1-oli ii? based upon? ! 

i 

I 

A. Just knowing bin. 

"This priro if. from nn exhibit thit won mnrkod for 
idb-ulUlcalicu, tat w-a not rucu iVb-d i nto yyl duuuo*. 11 . 
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Li 
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C There v:as no chock of his financial status. 

K Mo. 

0. You purchased the securities for Mr. McMahon on 
a solicited order bv yourself. 

X I did'i* t solicit all these purchases that I 
recollect. 

Q. We're talking noabout the securities in the 
Maione account. The trade where he had to borrow $2,500. 
You solicited that trade, did you not? 

it Hot all the trade s . 

p. What do you mean? 

Ji. Hr. McMahon owns the stock at a higher price. 

ITis average is around 17 on his stock. V*r:e» 1 became very 
bullish on the company I suggested he average out if he 
could and that's whan he bought 200 shares. 

p. hnc these shares were put in his father-in-law 1 a 


accomi c. 


10 

i 

t 

jl 

Yes. 

10 \ 

i 

« 

0 

And this is atransaction where you gave him $2,500. 

fiO 

Jj 

jj 

A. 

This is after. 

r.j 

1 

o. 

fame transaction though. 

•• 

1, 

•i 

j; 

I\. 

Right. When he couldn’t cor a uo ; ith the money 

r. 

\[ 

r 

» 

• t 

th.un r.y \.* 

if.: or v ]:•••!pod bin pay for it. 

;vj 

I! 

i 

0 

•* 

Put these two transactions, you solicited those 


: ro:.i Nr. McMahon. 


"TMs 1 r from nn exhibit thnt win marked for 

iwwUU.i~.liw~, iui -UU uat received luto yviduaco*^ 







To«,t1 mrtnv - F( , nah 




I don't follow vou. 


Did you call him or did he call vcu? 


On the first one I called him. 


that about on the second one? 
I think he called me. 


V’ero there other ones? 


Ho, that's all. 

But at no tire did you ask him if he could pay for 


them. 


A. he said his fatherrin-law has plenty of money, 
has money. 

0 Did vcu ever talk to his father-in-law. 

A. Do. Dot really. 

0 Frier to 1074 did you ever talk to him? 

A. I don’t think so. 

p there did you get this information about Mr. 

Malone ;>n his account card? 

A. I don't recollect. 

p. You say you estimate the client's net worth at 
$50,000. there did you got that figure? 


the. c. 


It's ;n arbitrary figure. T?o definite basis for 


rv Mi'.. McrOMJT 


Das j\ clear to Mr. McMahon that you were nuking 


hint i. lean? 


"TM". fs from r n pxhlMt that Tan mnrkofl for 

Itak.alli ..uki..., Lul kiwj Ujt i .tUlVt'd Xi^kO k w XUkUUkl .,* _ 







Investigative lostlcenr- Raucb 


D' ; 


a. y ««?. 


J • 0 Was it cloc-r to Mc’lnbon when he would have to 

t 

I 

I rpr>Dv till.*? .loan? 
i 

j i 

A. There was no time limit on it that I recollect. 

\ 

0 Van it clear to fic.'Tahon ns tc what he would have 
to pay vou for the- use of the money? 

•I K No. Nothing. 

0. Was there any understanding between you if there 

t 

| w? - s ‘ Y, y profit in these transactions that you and he would 
j share it? 

!j A. Ves. There v«*os a convex ration where he said if 

there wss a profit wo would share it and I told him if 

(» 

:| there's a profit, you can keep it. 
ii 

;i G ’ 7 ” s fa-her-in-law to share if there was any 

profit in this? 

I: A. X dor. ; t know. 

.» 

! ♦ 

|| 0 1'ut you indicated to I!c-?ahcn if there were a 

i! 

ji profit he could keep it all. 

(I 

* 

it /<?a. j. remambir tolling h.iri that. 

j 

h Do you recall when that, conversation took place? 

j 

, A. Then I put the money in the account. 

0. Vh.n this by to It - , phono or van ho thorn? 

A- I world say it. we..; l*y t«. I* ohono. 

0. In your own mind, if tln.ro was a profit in thin 

account war, it your routes plation that you would got so.no 

• "■•.jr- ir; fr*ns an nyhlblt that wnn mnrltod tor 

i __j,.. .-v.liv.;., v-v >•>. Uut rvcwiVutl Antu _ 
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' | part of: it? 

i 

'! j p. Vos r ho said if thorc was 

I 

■j j to split it with pc. 




a profit ho would want 


to 




0. And you told him this wouldn't be necessary. 

A. And I told hin this wouldn't be necessary. 

0. Dut did you think anyway if there was a profit you 
right not. sore of it? 

k no. 

EY HR. DRAKE: 

0 ’ T hy did you loan.-Mr. HcKahon $2,500? 

Pi. When ho couldn't borrow’ money he ran into a problem. 


*n } 

j •« 




!T 


i! 

n 

it 

•I 



«, ;i 

i 


0 Why didn't you cancel the trade? 

7i. I rentioned that. This is two weeks later when 
this happened. Then there would be a rrozen account. 

EY HR. McCOWIlXt 

0 But there's nothing in this account? 

il lie's already bought Geon. 

0. Eo liquidate it. V’as it any concern of yours 
that the account should or shouldn't be frozen? 

p. lie originally thought ho. would get the mousy from 
his father-in-law. lie ran into this problem after the 
or.v.'nr in i was dvr-. 1.1)on it finally t oh down to the nnnev 



war, duo i didn't want to liquidate the account. I think it. 
was ny fruit. 

0. \ T hv didn't you want to liquidate the account? 


•Piir. pnro Is fren nn rxMMt that W'S mnrlcM for 
iuLiitii'iculivii, i.al iia- not ruwuivcd i.uto uvidv uuo>"_ 


i 

I 



I 




■ . i? 
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rnv particular reason? 


A. Mo. 


f jj 0 Hava you over loaned money to customers who ran 

i ;t hhert of: cash and didn't have the funds to purchase 

si 

?: :i A. Mo. 


Did :'ou feel you had some obligation to loan him 


nonev? 


ft. Met at all. 


p. Did ’ r. McMahon crecutc- a provisory note to you 


for the funds? 


0. Did you believe that by loaning him money you 
would continue to have an inside track sc to speak about 
Goon's activities? 

«>• Me. Mot really. 

0 f.as this loan to Mr. McMahon made after vou had 
had lunch with George Kauwirth? • * 

ft. Yes. 


. t 

l* . i, 


n Did you toil Mr. McMa 


‘■•non o: your conversation with 


Mouwirfch at lunch? 


A. I think I did. 


bid you i’V, r toll Meurirth about the loan oi? 


money to i'c'lr.hrn? 


ft. Ko. 


a Mid anyone olr.o at rdv/nrdn t. Manly know of your 

"T*:lo rrv'O ir. from nn exhibit that wna marked for 
iu...U—received iiiLo evidence** 





Investigative Tostlmoiiy- Rauctt 


GO 


luncheon with Mr. Meuvirth? 

X I thin!: Mr. Posenfrld or Mr. I.”iin know T had lunch 
with Mr. I'puwirch. 


o Did they innuiro of vou or did ecu disclose? to 
thf»r whr.t tho subject of that luncheon root inn '.’as? 

X V.o. 


nv mr. dpjmxj 

0. I believe you testified that certain information 
contained in your customer account bool: about your customers 
v;as incorrect, especially that relating to Hr. Maionc- as well 
fir. McMahon. Is that correct? 

X Mr. McMahon's was incorrect. 

0 Mr. Malone's you just estimated the net worth on 


no finures that you had available. 

X That's err rec t. 

a ’ Hhixt about Ms address and place of employment? 

X That is accurate. 

0 There did vou get that information? 

A. T don't recall that, 

n rov/ do ”ou bnow it's accurate? 

X I Bpo.’-r to Mai one at his business. 

0. J the.mitt, "cv test:1: led that you didn't steal: to 


Hr. Maicr.e prior vo 107*5? 


‘l'.t.'l i. 


correct, j spo 


:o 


Maionc- before I 


or.!-- cun.n to testify at th - /me::. 

•This rr>ro ir an p-.hiblt that wn3 marked for 

kuii U.— Uul 1'wvUrfcd iiitO CVitivUUO*^ 





ft 

ti 

!i 
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i; 


i 

i! 

• !« 

ii 




i 


,, ! 


■ i 


L'O 


Q. When this 5nforroation was put dov/n on 12-9-71 how 
did yoo. know it van accurate? 


■ 

it 

! s 

A. 

I don't know. 




• i 

M 

•l 

1/ 

0 

On Mr. Me-Skhon's account you p 

ut thi 

s 







/ 

< 

!j 

•i 

Is 

nn Ms 

card? 



£ 

;! 

i) 

*; 

ii 

?.. 

I op »nccl the account for hin b 

efore 

it 

7 

i! 

ii 

0 

Who -typed it? 



- 

i? 

•i 

!i 

A. 

roroeone in Philips, Appel. 




I 


MR. Bl'iLEWlYERs Could t;e mark 

that? 


•. • 

•1 

1; 


MR. DRAKE: Yes. Rauch Exhibi 

t Mo. 

4. 


.(Rauch Inhibit lie. 4 v?as marked 
for identification.) 

BY MR. DRAKE: 

n That inf or* ation on there ir incorrect? 

A. Yes. 

r- Lot to reed thin: “V;s deer.i the questions con¬ 
tained in this necticr important under the knew your 
customer rule of the Mew York Stock Exchange and therefore 
roust he an sue red .in full." 

Were- you awr.ro of those requirements vhon you 
entered the false information? 

?. * "t-r,. When <*• new recount was opened at Philips, 

un.-l v - u ;»t:t* i.h\t i.uorm.-.tic'n on a reuph shoot and gave 
the i*ou'jh shoot. i:o hue office and the office would typo it 
up for the bre'ers. This is vhut I \ould get bach. 

»<— .<>• ^ r,n(\ fr-, nn exhibit th^t wns tnr>rho<3 for 

.0 —L t..J rwcwiywd^iuio,wvWwuoo^ 


I 





Investigative lostiuiouy- Raucli 


A 


. oo 

MH. Zir.MriY'YJP.: i thinl: there's some confusion hero 
Vou have before vou the original of what liar, been marked as 
Rauch Txhil.it *.lo. fl . 

TKi HJ*?i:i:prs That's correct. 

MR. ZmiRMYI R: bid you enter any of the typed 
infornation on th.e oricfinal of Rauch Exhibit A? 

Till’ V’lTIIEPS: i.'o. 
r.Y MR. DRAKE: 

h Are vou familiar v.*ith the ];now-voui'-custoner rule? 

A. Ye is. 


0 Did you knot: at the tine you filled out this infor¬ 
mation that that infornation was incorrect? 

A. Ye s. 

0 And you did so v.’i 11 fullv? 

MR. x.I R: I thin]: that calls for a lesral con¬ 

clusion. ire's testified that he did it. 

MR. DRAKE: All right. 

0 I ask you to look in the lower left hand corner 
of the sane account card. Do you have anv direct or indirect 
financial interest in this account. 

A. It says no. 

P I.luo re f or you to the inf oraialion on .‘laiono 
account. Dor a that a.L :o say no? 

A. That': correct. 

0 Th: t did Cha in,-. \*ou did loan Mr. McMahon ?:» r -500 

*7Ms rr>fo is fr^o nn enhlMt that wan marVofl for 

i WC *4 W 4A * W Vi t ^W>.| b W w H w • ICCuiVwU liiLu i.VXUuUUO** 







«r 

f 


' 

Investigative lestimouy- Sauclt 


i 

j- 

i : 

that was 

nut in the recount of Mr. Huiono. Is thi.c correct? 

• 


J. 

• 




A 

•Uc,!»t. Air a dicierent bucks-:rcuv. house. 



li 

!! 

o. 

Do you have to have new account cards at Edwards & 



'J 

I! 

lianly? 




I, 1 

!i 

M 

1\. 

Yes. 

>■ 

•; 

!i 
y 
• ! 

o. 

Did you open any there? 


7 

I 

A. 

Yes. 



ii 

ti 

c 

Where are those? 


+\ 

l: 

A. 

Kers is a copy. 


\ ^ 

j; 

}} 

i • 


MR. ilELEP.’tVEPvj I have a copy hero of what appears 


1 r 
t ; 

•: 

i* 

h 

to be re 

;.t cccount reports for -iTainos McMahon and Louis baioiio 



ij 




? r - 

• 

at Edwar 

ds £ I?anly. 

• 

!•? 

ij 

i> 


MR. McCOHIllE: Let's take a break. 


* f 

i J 

h 

I 


(A short recess v:us taken.) 


: j 

j; 

ii 


(Rauch Exhibit lio. 5 was marked 


* , • 

• j 

i : 

U 


for identification.) 


»*, 
i * 

|i 

ii 


BY MB. DIU‘KI:: 


* X Z 

li 
* • 

It 

o. 

I ask veu to look at Exhibit 5. It's a one pace 


* \ 

% . 

ii 

f 

copy of 

what purports to be new account reports of Edv/arbs £ 


V;> 

t* 

ii 

• 

ban ly . 

1 direct your attention to the top part of the pace-. 


• 1 

it 

ii 

i; 


Who prepared this? 


, 


X 

This was prepared either by my wif o or nv secret ar' 


», \ 

• t 

• 

j* 

<>t T'hll : 

;>s , ;*p • 1 . 

• 

1 1 ■; 

.1 

i! 

1! 

n. 

This is n-20-'73? 


• • 
4.‘ 

!' 

• 

1 

A. 

f ield . 



i' 

it 

, rM .. r . rn exhibit that nrnrked for 



»• 

i* 

i 

i 

idcuLiliw.. U* ujt_r««aywd iuto.cvi.aoaoosl 






s 
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i.6v. 


1*0 :• 


n Why was that prepared at rhilips, Appel? 

A. At this tin-? I was leaving Pdwards, Appel for 
rdvards s I’anly. I wanted to be prepared. Then you go to 
a new firn vou have to fill out new account ferns and get 
new runners so in August all the accunts I had that wore 
active, these wore made up for ne. 

0 Why cid you leave rhilips, Anpel? 

A. For a lot of good reasons. At Philips, Appel ry 
business started to go down. The reason for that is all 
that Philips, Ar.pol offered their customers was stocks and 


nonus. 


Then irv production started going down I started 
looking elsewhere. I started to get calls in the spring of 
1073 from different brokerage houses J t.*ent to see. One 
gentlemen told re if I remained where I was in the period of 
two ve&:?r. I world be out. I couldn't make a living. 

MR. ;;r.Li:i?nYLR: Let re interrupt. I don't know 
if this is what they want. You resigned voluntarily? 

TITS riTkPfT: Yes. 


by :m. nr-tAKP: 

0. The top part of the pace* is in your wife's hand- 


wri hr.i, 


That's correct. The top part in ran.*. The 


account i.uvher, aceouit cMtocory and date is nine. The 

social security and the rest of the in? ormalion is not r*i no. 

■ >>t>i p svo”i f*i exhibit that van mnrk#i for 

__ 1-i. »ua uot roccxvwu iut» evi^uco#^ 









♦ 

■r 
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C i7 J 

• 

You signed this? 

• 


i 



• • 

'* k 

[ 

That’s correct. 


r 

•. 

;! 

‘i 

So you wore aware of the information that was cn 


A 

N here. 

:i 

k 

Yes. 

* 

r 

O 

p. 

The bate you signed this was somewhere around 


•/ 

* 

1 8-30-73 

• 


r. 

| k 

hi gilt. 


r . 

j 0. 

You J.new as of that elate that Mr. McMahon was not 



i 

l cin erap 

oyee of Arthur Anderson? 


» » 

i 

1 A. 

j; 

That‘s correct. 


• r ■ 

»l 

*1 

:! 0 

Did you submit this to Mr. Rosr-nfeld for his sic;- 

• 

?:'• 

• nature? 

•i • 



* r 

! ! • 

A. 

V ~, o 



rl 

i 

. — 



0 

! 

if 

Did hr- ash you any questions about it? 

* 


• 1 

7L 

no. 


: i 

!i 

;» V 

On tie- bottom of that pace is the account of Mr. 


i* , 

Maione. 

•1 

Whose handwriting is that? 


1C 

ij *• 

That is mine. 


!l 

Q. 

!i 

The bate is 11-3.-73. This was approved by Mr. 


\ . 

*. f 

i? 

I.vnn. 




it 

* 

* i;. 

«| 

Th a i: * f correct. 

• 

4 

0 

Oho :r i'.r. Lynn? 

• 

\ « 

•i 

k 

•i 

Ilo ir tiio associate manager o' tho office. *" 



1. 

a 

And Mr. Posenfuld ir. the brooch manager? 



* r* * 

P „,. 0 «- f.-'-i r :i er.hIV.lt that rT rarVefl for 



i iUCUli. i.Ul .ag uol rwUOXVwU J~UgO WVlduUUU*. _ 
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•4 r 
— O 


i 

i • 
»« 

11 
'I 

M 

I 


A. 

n. 

cu'itoner. 
A. 

0. 


That's correct 
1 notice that 
Is there any 
They never do 
You never have 


ONLY COPY AVAILABLE 



neither of thc.se arc signed by the 
reason for that? 
that I know of. 

the customer sign his account card? 


Vs 


t: 

Tf: H 



A. Ho. Haver. 

EY F!R. McOHIIT: 

p Mr. Pauch, do you have any discretionary accounts? 

A. ITo. • 

0. Do you have any you treat as discretionary accounts? 

. i 

A. Yes. S 

! 

0 What are those? ; 

t 

X My — 

0. Let's forget about your wife and kids. j 

A. Hone. ' * 

0. Your wife and kids are the only ones you treat at 

discroticncrv accounts? i 

A. 

P 
A. 

0 

iu 

in-3 ,iw. 

P 

•TMfJ 1" r*n exhibit tint tni trnrked for 

lv.vi.Wl. ivv mm. Util lUWvlVl J lull) OVililDli®*' 


That's correct. 


Mho is ’irs. Phyllis ride? 

i 

That's ny s is ter-in-lav:, 
lore husband in vour brother? 


JVoth vr-in-law. fh“'r. r'* wife's sister. Hv sister* 


EY HP. DP/MT: 


v ou c>;». iicti U.o "c'!,i!ion account on <1-5-72 wlij lo you 




rr 
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00 


•• 

1 

were an 

1 

ci ipl ay 

« 

j 

j 

i 

A. 

Ccrr 

3 ! 

\ 

P- 

The 

i 

* !i 

it 

hi r. nan. 

-• or in 


Ts it tl 

a roes 

. !j 
’ l! 

wui put 

on bee, 

.• !i 

j: 

i 

Otli: tO h 

now he 

l» 

J ii 

ii* 

That 


• McMahon in Goon cither in 


» 


BY MR. M'jCOi.'XUE • 

0. Lst * £ snifr our focus to the eventful Friday 

of February 25. 

.!R. F.u.-il.vj Bet me ask one rjusstion. 

0- !.r. ivauch, you mentic^ed that you don't have any 

ciocretacnary accounts. On any occasion since you've be- 
a is-.iered j-cpresentnf.ive do you recall over buying 
scocJ; for ar.y account, other than your wife's account, in 

' l,iCn v< purchased the securities and then called 

t/ie customer and said do you want then? 
fl. No. ‘ • 

P. You've never bought stock and than later informed 

the customer or offered them to the customer? 

R f.Vv 

i'* iiO. 


t; 


B* :r. rcc(\a:.r.: 

0- lot's novo to February 22, 

ciiit >? 


hro you familiar with 


*™ 8 r-'ro in from nn exhibit that wna mnrfcod for 

ioutioii, L-i. k.ui* mot I'wculvuJ iuto cviduuco *. 1 
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<LOu 


! ! 


r , »i 

‘ !> 

» 

M 


3 ii 

I: 


10 


>: i 


: ■; 


3:! !;. 




-to¬ 


il 


Yes. 




& tH'.at I would like to do with you, as best you can 
reconstruct what you did that day. 

I v-3 3 fast asleep when the phone rings around 1:C0 
cr 1:30. It was Mr. McMahon. lie says to ma sell my stock 
and soil my f. ether-in-laws stock. 

I think X raid to him why or I might have just hune 
Up ‘ 1 C6lled ^ back at 7:30 in the morning and T said to 
him did you call me or was X dreaming and he said no, I callo. 


von. 


I said V’hat 5 s wrong. lie said I don't know. There 5 > 

something screwy with the numbers. Ue'll have to work cn it. 
That was all. 

0. Then he said there was some-thing screwy with the 
numbers did you understand what ha meant by that? 

A. Not really. 

0- hi.at did you think it meant? 

A. That there was trouble with the numbers. i didn't 


k* 

feel it had anything to do with the deal. 


i! 

0 What number?.?- Earnings? 


*i 1 

•1 

A. i knew the auditors were there and 

• 

Mr. IJouvirth 

:: 4 ’i 
*••• .1 

told me the art iters were there. To this day 

I still don* 

■ ' i 

'actually know vhut an audit is. i.’hon he told 

mo that I 

., '1 
* • M 
1 

dicin'! ..h.'.nl it v\»a nay catastrophe. 

* 

;! 

BY MT . DJiAKE: 



«T 1 -ir*. rrw*e 1 n from !^n rrrtiiMt that was mnrkefl for 
iCwuiiA'icuLicu, L-- a*.- u-L ruettivud iuto ovidwaco*^ 
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ft You called him at home? 

A. In the morning, 

o At his horn?? 

A. Yes. 

0. Ilow long did that conversation last? 

A. About three* or four minutes, 

o. That did lie say? 

A. There's something screvry v/ith the numbers and we 
won't know until over the weekend what the s.torv is. 


5 «. 

» V 

1 

i 

j 

0- 

Uhat did you say to that? 

<*. 

\ 

! 

« 

i 

A. 

! don't remember. 

k£ 

i 

j 

• 


BY Mil. PERL IS : 

i i 

1 

i 

1 

! 

!j 

|i 

0 

Did you find that 1:30 call 

*J 

A. 

Yes. I was up half the nigh 

r • 

- J 

ij 

o. 

bn at were you thinking about 

c • 

0 sj 

1 

!| 

A. 

I thought the deal was off. 

t V 

b ■ 

:! 

j 


BY NR. DRAM : 

sa 

I 

1 

: 

0. 

Did vou know there was a boa 


the previous night? 

A. I knew there was a meeting. 

n • bid McMahon rent if *n j.t or did you -just k.now it? 
I tip rk he rrntioned there wan r netting. 

BY MR. r-KULIC: 

p V.'as this in the 1:30 conversation or prior to 


that? 


"This pogc* is from nn exhibit that ns marked for 
iUeutiiicutiou, but ua_i uot i'uttuivad into cviUouco** 
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„ * 
i! 

- 

a, 


00 


A. It v/a:; at 7:30, or maybe later Friday afternoon. 

by mm. J 

0. r>5c'i you indicate to Mr. McMahon that he couldn't 


r 

• j 

i! 

j 

cell the 

shares 

.V 

» 

i 

3 

! 

,1 

1 1 

1 f 

A. 

MO. 


| 

i 

1 

i 

(; 

j 

1 

* 

0 

Did \ 

’ou ask him where 

he got his information? 

j 

J 

! 

A. 

Ho. 


1 

1 

i 

*\ 

1; 

J 

0. 

Were 

you a v/a re it was 

| 

i n s i de i n f oma t i on ? 

» 

tj 

j| 

i 

U 

’i 

A. 

I am 

now. 

j 

♦ 

1 ) 

j? 

ij 

ij 

Q. 

Were 

you then? 

I 

j 

i 

i 

M 

< 

A. 

Yes. 


! 

.* 

; 

i; 


Q. 

Did i 

t cross your mind 

i 

to tell Mr. McMahon if it 


was inside .information he couldn't trade .on it? 

^ a, no. 

C). Go at&act. 

A. I wan speaking to Mr. Hauwirth the- week before and 

bought myself another 1,000 shares of stock. 

Q. .'•’hat did Mr. Meuvirth say? 

A. I spoke with Mr. Meuwirth on Tuesday and said hew 
are ycu doing. Ho said, Marvin, great. Everything is just 
groat. I had some buying power in the account. I remember 

asking sawrbcvb to llrjuro cut how much it would cost me to 
M * ^ \ j ^: ' ,} *' ■ |* * l\ J. ' 1 f ** • T il O ~ l' CT'C? *" ’ O r> ^ J 

£:vc;ur.;.d I would make $1,000 net with com.uisr.ions anu p'.jnd 
my kids to camp. 


"Tills F'"~ c ' Is rrmn an rrhiMt that was marked for 
ldoutiliculiou, Lut uuj uot received into uviduuco*.*. 








1! 

Investigative Testimony- Rauch ^ 

n,') 

• 

, 

n 

V.licit Mr. I.'ouwirth say. This is on th.o 19th? 



i 

r.v i':: 


J 

j o 

I 

Did he tell you about the meeting? 


» 

»» 1 

1 

A. 

No. It was the week before. he said they expected 


3 ! 

to si an 

before the auditors ciro finished. 


j 


MR. zrLNRMYr.R: I think the record is- confused. 


c » 

Arc you 

talking about a different conversation now? 


ij 

r 

TI!F WITNESS; Yes. It might be. No. I think it 


[l 

r\ i 

,\ 

was a di 

fferent conversation. 


n ' 


BY MR. RUBII-I; 


«» 

3 j 

0- 

This is the week of the 19th. 


i 

r »■, 

a. 

Right. That's when I bought 1,000 shares. 

• 




\ :» . 


BY MR. ChLTT.MYER: 


c * 

• *J 

■ 

0 

Just describe what was said in the conversation on 


j „J I 

the IPth 

• 

If 

;j 

: ’ j :| 

A. 

Just Marvin, everything is great. When I hung up 


;• 

e • 
t .* 

that • 5 v; 

hen I bought 1,000 shares. 


j 

ta ; i 


BY MR. PrP.LIB: 


i 

• • i 

•» - i 

i 

0. 

You started to mention something about how you 


* 

i 

L ' ■ 

know about, the mooting. Was that in another conversation? 


i 

\ 

. . .j 

A. 

Yes. I spoke to Mr. T’euv/irth * nd he told me they 


! 

' • t 

want a " 

ear end audit 1 •»>»_ \:c. should sign tha purchagree— 


t 

. i 

- I 

j 

iv: .*.t kef 

'.r th.o auditors are finished. Do it made sense that 

• 

I 




.» l 

% 

tharo 

r. t ! a a rooting coring up that w-ck. 


I 

P 

Wu^n was that conversat ion? 


I 

1 

• •**>, { 

- r-.r-A !•- «•»—. rin exhibit that w:i3 marked for 


1 

luc: 

;lii icwli'-.i, ul -..j uut i'wtwi'Kwd into uviduuco«."_ 
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I think it ve *s the week before, 
ft reforo the 19 th? 

A. Yes. 

BY MR. RUBIN: 
ft The week of .litis? 

ti Seasvhere around that time, '.’ben when I spoke to 
i>c;:?.r.on I tnxr.k a meeting was mentioned, r said to him was 
there a meeting with Surma and ha nays I don't know. I 
uoii t think ha knew what kind of meeting it was. 


vr. | 

1 

t 

j 

BY MR. DRAKE: 

15 i 

i 

i ft 

I 

Thin is in the 7:30 conversation? 

IS l 

tu 

! 

t 

I don't know. 7?30 or some time later that day 

It* » 
| 

becausa 

ho called rna. 

v i 

1 C 1 

x 

1 

You called him from your, home? 

•;:* ij 

1 it 

! 

Yes. 

. . ii 

j ; . 

.i 

(i 

das anyone else in the room with vou? 

!' 


** 

i / : 

!'l 

it 

Either my wife was or wasn't. I don’t recc-.ll . 

- ii 

it. ;t 

j* 


BY ?:R. RUBIK: 

i 

i> 

*■ i* 

ft 

Did you speak to anyone else from 1:30 to 7:30? 

id | 

it 

No. 

!j 



>*. ‘1 

ft 

Did you speak to anyone c-lr.r* between 7:30 and when 

. j; 

yea rot 

co thi offioa that morning? 

IJ 

/. 

to. 

. * i 

i 


BY MU. PERJiIC: 


ft 

Did yov. then go to work j mined j r. to.ly? 


* m V 

■ ’•"'•e is rm: n>) orhthlt that wnn marked for 

j 

iCwtliwU, Lai. Wlj uol x’cccivud luto cvidciico«.*_ 



• 

■ 

H 

■BHBHHUn 


T 

K 


u 










i 
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4 r ~ 


&Q 


C- Unci. mouth that if? a bunch of salesmen? 


ft. That*a right* 

i ^ 

li 0 Wien you walked into the office you say nosenfold 

jj 

j; might have been tharo? 

i 

ft. .Might have been. 

i 

| 

Q. Muit about Lynn? 

i * . .. 

ft. He's not there before 10:00. 

I 

i 

| pt Mi at about Leopold? 

j 

ft. Mot that I recall. When I coma into the office I 

; usually go to the news ticker, 
j 

0 Do you recall having done tills on the 22nd? 

i 

j ft. I do it every day. 

i 

P- You came into the office and want to the news ticker, 

ft. Than I read the newspaper. Then I spoke to .Mr. 

i 

j i 

> Rosenfold aw X alwavs do. 

i 

*• . 

j‘ 0 On this morning when you spoke to it:. Powsnfeld 

I! 

what did you talk to him about? 

I ’ j 

A. Kcthir.g special. 

I \ 

1 ! 

p. You had just received a call from McMahon at 1:30 

; 

in the morning «nd you called him at 7:30. Then you went to 

li 

speak with Moserfeld but you never mentioned McMahon's call? 

!• 

jj ft. Mo. 

i; 

i' i 

!' I'/-' “M‘ pPV't', 

• ^ i* » ■ ' I • wn \i\.. d 

i; . _ 

! P- V'iu'.i you arrived at the office were you planning 

• i 

i ! j 

I to sell McMahon's see.writ ion? 

i ; • . i 

•This lr. from rn exhibit thnt w.ns rmrkcd for , 

I iduutii'icatiou, but was uut xveuive d l ul u cyidouuu«"_ 


JL 
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Yes. 


What about your own? 


Uhv? 


I didn't have any reason. I didn't feel scarce. 
But you said you stayed pp half the night. 

I was just worried the deal was off. 

On February 22 bev: many shares of your own die 


vou have? 


ft. I had 6,700 shares. My father and mother had 
4,000. My sister-in-law had 300 and each cf her kids have 
300. Two kids. That would be 900. Tty brother-in-law 
Herbert bids has 1,200. M.y other brother-in-law has COO. 
Besosi. Linda Kauch had 100. Scott, ny son, had. seven 


shares. 


by rr.. pubiitj 


o Ilow many did all your customers have on the 
morning of February 22. 

A. I would say between GO,000 and 70,000 snares. 
0. Would that include the 12,000 cr so you just 

talked about? 


BY IT. McCf’imii:: 


o 1st U.e tire you went in to speak with Hr. Koson- 

J t :ld h d vou :< pared the order tickets for McMahon's «a3v? 
. r , t . rrr . r pn exhibit that wna mnrkca for 

lUcjuUi. iCuliwU, uui. tuw iiUL 
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A. Mo. 



0. labile you v;sro in talking to fir. Hoc.enfold did any¬ 
one else come in tho room? 

A. Hot that I know of. 


0. VThat did you do after that? 

h I vent back to my desk and was on the phene. 
Q. With who? 


i 

i 

\ 

i 

i 

i 

» 


A. I wasn't on the phone til 10;00. 

& IThat did you do when you finished talking to Mr. 

Moserfeld? 

A. Read the paper. 

0- Hew long did you talk with him? 

fi, Two cr three minutes. 

0. V.hat was the substance of your conversation? 

A. Anything doing? Anything on the agenda. Any 

products he cores up with in the morning or opinion of the 
market. 

Cl Do the rest of the salesman usually have this 
little chat with Mr. Rosenfold? 

A. Rotenfold is the kind of guy that speaks to all 
tho men and pushes the nien. lie's always got something like 
maybe you should do this cr that. 

CL Then you wont back to your dash, and read tho paper 

A. Yes. 

0. After you road tho paper what did you do? 

■TMr. r-v-c in frem nn O'-Mbit that wag marked for 
iuci.liiieaticii, lul was ~ot rwcui vcd iuto ovidcuco*.". 


i 


I 

? 

i 

i 


i 

i 


■ 

i 

i 

i 

f 


t 

i 


i 


r 


i 
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4 


£*1 


I v/rote up the tickets to sell GOD shares for 
Mai one and ''iOO chares for McMahon and 500 shares for Dr. 
Blum. 

EY MR. nUBI.'Ts 

n. Uas that solicited or unsolicited for Dr. Blum? 

fl. I don’t remember because I was on the phone with 

Dr. Plum Thursday and he has 3,700 shares. lie’s a friend 
of ny father’s. He owns the stock at higher prices and 
bought some stock in the $9 area. On Thursday he said to 
me maybe we should start to lighten up. 

P Did you agree with him that he snould lighten up? 

A. Ves. I wouldn’t stop anybody at this point any- 




p. You had bougnt 1,000 only two clays before. 

X Yes, because I’n willing to sit. 

DY MR. DIUUC:: 

p. Is there any reason why you didn’t mention McMahon' 
phono call to Mr. Rosonfeld? 

X I never, oven thought anything of it. 
fl Weren't you talking about market conditions? 

X Mo ody icnowr. T hivo a friend of the company named 


(X 

Did y m want 

to keep this 

; away 

from Mr. Rosonfeld? 

1 •• 

I wanted t > 5 

uop it vn/ny 

from e 

vorvbody. 

0 . 

Whv? 

• 




•Thin pn^o ir. fr-'m nn oxMblt that wnn mnrked for 
iutn.tiixcaLioii, Luw uol ruuuiVud lulu uyid mico«* 
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Just a relationship I had. 

by hr. ricconinr:: 


* - . 


£0 


! j! ft Hov/ did ycu come up v/ith the number of shares to' 

;! 

i jj sell for Dr. Blun? 

■ !; When we were talking Thursday the conversation 

< 

v;as to start selling 500. It's an arbitrary figure he cane 
I up with, 

i 

I p. So you filled out those three order tickets. 

» 

j 

| About v/hat time was that? 

i 

f 

I 

;; J- Right before the open. I would sav ten to 10:00 or 

|i 

i quarter to 10:00. 

i 

P Then what did you do? 

j 

Tl I think I was on the phone with Jack Brettler. 

f 

0 What Va3 the purpose of. that call? 

j 

*• 112 cells me 30 times daily, from North Carolina, 

ji ft Did he call you? 

fi 

ji 

|| l.. Yes. 

|| ft What vas his problem? 

i 

a. lie’s always got a problem. 

!j 

j| ft What was ic this day? 

Nothing. Buy and sell. The man is unbelievable, 
j! 

j 1 Vet buys; and soils. 

«; 

ft What clid he toll you to do? 

•j 

I: *• p Ml Ms Ik.ro, buy 500 karen Duke, sell his 400 

| 

r:thy] — roll ?00 Ethyl. ilc giver, r:c* a lead of orders 


•This prgo Is from nn exhibit thnt was marked for 
iaoutii'icutiou, but »us uot rocuivod iuto ovidoace*^. 
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every day. 

0- All right. After you finished that conversation 
wich h.'.m v>hc*t did you do? 

J. Then the narfcet was open. Goon on the machine 
was 14 3 /4, bid 15. 

0 It didn't open, did it? 

A No. 

0. Where were you getting a quote from? 

A The machine. The nunko Remo machine, 
a It was giving quotes but the market wasn't open 


in neon. 


Right. 


iT 

r.j '\ 


■I o. GO ahead. The American tapes were out in our 

1 

office that day. 

C. Had you handed your order tickets in? 

♦ 

j A Yes. Before the opening, 

jl EY hr. RUBIN J 

i 

; & I7as that a routine execution of anorder. 

I 

t • 

A A lot of times I phono in my orders. 

0- here chose phoned in by yourself? 

'}• A ’ 1 ( ‘° n ’ 1 roC;r " U * 1 think Mr. Rosenfold put them 


;i 


Is there anv 


•ason why lie would do it x*athcr 


than you •self? 


No. Maybe 1 c* cm use I wav. in the bathroom or rotnr- 

• r t is from nn exhibit thnt wts mnrkPiS for 

but CcU not i'wcvivuU iuto (jvidyuos*.* 
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Q,j 

thina. I don't know. 

0- bo you have him phono in orders for you? 

A- Yes. 

BY MR. PERRIS: 

0 Would these bo characterized as special treatment 
to expedite or whatever? 

i 

A. JTo. 1 

BY MR. DRAKE: 


(l Dj.cI you require Mr. Rosenf eld's approval before 
you could execute those sales? 

A. No. 


& 

A. 

McMahon, 


You just put in these three orders? 

That's all. Dr. Blum's, Mr. Maiono and Mr. 
Oust those three beforethe opening. 

BY MR. McC0:iII!2: 


0- What happened to Mr. Brettler's orders? Did you 
mart up tickets fer them? 

A. Yes. 

Q. Did you call thorn in? 

A. Yes. ’ 

0. So then it was more then three orders. 

A Thi.\! w c-.s after theopeniurj. 

a t v - 4 'hr.'o that }on nut in prior to the opening 

do ycu ioca 11 ho i they mot e put in? 

A. I don't l'enlly know. I don't know whether I gave 

•'"Ms »*"«*o Is from nn exhibit that was mnrko<3 for 
iv^.Uiiw W au, tuu huwuot rwcwi vud i n to oyiduuco^ 
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then to the girl or Mr. Rosonfeld. 

0 In any case, by the* tire of the opening you were 
back at your desk. 

A. I would say so. 


o. Just after the narket opened what were you doing? 
A. I woe on the phone. 

& With who? 

A. nobody that T really remember when the market 


first opened. 


(1 

A. 


think I 
sold r.iy 
and it *s 


What's the na::t thing that you can remember? 

The quote on the machine- is 14 3 /4-ir>. Then I 
asked Mr. Rosenfeld to check and see what price I 
«t>c-n at. C.~ what did it open at? The tapes are out 
still at 14 3 /.1-15. 

BY MR. DRAKE: 


0- What time 
to open that day? 


did you understand the market in Geon 


A. I thought it was about 10:25 or somewhere in that 

area. 

0 Until the time it opened did you submit any other 
orders?. 


A. to. 


0 Jr: G;.cn. 

A. Just those throe. 

0 Did you instruct nny■ ie in the office to submit any 

--orhitoit thnt wnn msrH^d for 

^ _ 
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00 


or dors for you in Goon? 


A. iJo. 


BY HR. RUBIN: 


0 What did Mr. Rose nf-eld say when you asked him to 
check the price when you sold the Goon? 

A. He- borne back and said imbalance of orders in 


Goon. I remember having a discussion what imbalance meant. 
Mr. Rosenfoid anti I said imbalance is on the up side and 
Mr. Lynn said imbalance was on the down side, tiow I’m 
thinking thc-y signed the deallast night so maybe the stock 
voulfl open up at 16, figuring that it closed so strong on 


Thursday. 


Then we got an indication that the stock was 


quoted at 


BY MR. McCCKIIIE: 


to 


<?• VThen Mr. Rosenthal indicated there was an im¬ 
balance did this trigger in your mind any recollection 
about Mr. McMahon's phone call? 

A. No. Net at all. 

Q. Did anyone csk you why you had Goon orderr/ in? 


Q. Did Ihoy knew that you had them ir.? 


li 1' don't know. 


0 Hr. kcsi-on.Colii knew, didn’t lve? 

A. I quern no. Ho hid the orders. Anybody else I 

•This per* from rn exhibit that wen marked tor 

idgulli iuuUvu, Lul tau uot, ftecuivua iu to uv iduttoo*". 
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00 

don’t know. 

0. Fc Uosenfc-ld knev; you had some sell orders in on 

noon. 

A. Right. 

0 What about Lynn. Did ho know? 

A. No. Le wasn’t there. 

DY HR. RUniU: 


p 


ii 



0. You mentioned that McMahon' s phone call skipped 

your mind when you say the term inbalance. At any time 
before the market opened, which was at 10:33, did you con¬ 
sider that there was an’imbalance on the sell side and that 
the market was opening down? 

A. I:o. 

0. What happen 2 d next? 

•> 

A. They come beck with an indication on Goon at 14 /4. 

Q. Who is they? 

A. I don't knov; if it was Mr. Lynn or Mr. Rosenfeld 
or seme body got it from the floor. My phones are ringinor. 

RY Tin. DRAKE: 


4 1 7 * -r 


0. Who's calling? 

A. I was on the phene I think with Mrs. Finogold 

• i.v-r debit balanco is too high and rha'c got 20G 



•| 


i' 

•< 


rh..rer. o' Goon in hc-v account no she r;aid to ret it out of 

• • 

m-.rgin. '.hat’s when T wrote up an order to r.clJ 100 chare.*:. 


Thun I’m on the phono with Kerb-art lido. 

• *r»-ii pnro ir Trcsi rn exhlMt thet wen mnrVefl tov 
i.wiAii'icut xuu, but ufaa uot rmiulvwtl iuto wvlduafljU^ 
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/?£7 


0. He called you too? 


ft. Yos. He wants to buy 1,500 shares more of his 
Computer Design. Then there v:as Dr. Rochelle. 

0- Dj.c you mention to Herbert ltd;-' whs.was happening 
with Ceon? 


IIow mny shares did he have? 

1 , 200 . 


nv mo pr'nT T c. 


'ou didn't think you should mention something to 


him? 


BY MR. RUB 117: 


0. That it war opening down and that it was a delayed 


opening? 

ft. Mo. 

BY MR. PBRLIS: 

C- At that time had you realised eha imbalance of 
orders was on the sell side? 

A Wo. I already had the indication that it was 

.Vi 1 /4- 3 /4. 

BY HR. DRJMir8 

0 You knew it v/?.s a downward rr ssuro. 

• ■ 1 didn't think it ».vs :o toi ri tie. 

BY Mr:, p: RUT.: 

(l But you hud onpccted it to open around 1G. 

•'"Vii?. !*'''•<> lr. fr^Ti nn exhibit thnt wns mnrkofl for 
idv*.Ii. it..uu, lul . vv uul iuwci Vdd J LutjO cVili. udOc*, 






i 

ri 

i 

i 

•» 

• 4 
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• 

r 

i 

I 

i 

£7 

I was thinking it night open at 16 and v/hen I 


¥ 

i 

heard the 

indication 14^/*1 it didn't sound no terrible* to 


. 1 

" •; P.3 • 

! 



t m 

i 

j 

BY MR. RUBIh’s 


C' j j 

1: 

*| 

1 o. 

i 

Didn't that send up some kind of rod flag to you 


1 

C ■ 

j 

and brincr 

back to you McMahon's conversation and your 


7 ; 

• 

thoughts 

that r-.cybc the deal was off? 


! 

? ! 
j 

A. 

l!o. lot at all. 


f 

ii 

< 


BY MR. DRAKE: 


. i 

•V ti 

• >i 
1! 

si ; 

i 

o. 

What did you expect accounted for the downward 


trend in- 

the stccJ:? 

• 

i 

*> %. ] 

! 

A. 

I have no tapes, x didn't J:now the stock opened. 

« 

r *• i< 

'*• ii 
if 

!*:■ j} 

ii 

0. 

BY MR. PFRLIS: 

Elien you punched out the BunJco Reiro machine it 


r; |j 

»• 

■3 

vras 14*'/ 4 • 

-15. 

» 

II 

if !) 
»* 

A. 

That’s correct. 


r '•! 
ii 
u 

P 

X thought you said it was 14^/4. 


»! 

o: jj 

A. 

That v'as an indication from the floor. 


it 

?: ;} 

0- 

Did you punch the Bunko Remo machine at that time? 


.r ij 

A. 

Yen. 


ii 

• f !; 

o • 

That did t cor.e out? 


. ¥ 

A. 

i* 3 /.:-i5. 

• 

. J ;» 

P 

K3:o clue were you talking with at that time?. 


•* ’ i 

A. 

I war on the phone with Dr. Rochelle, He's cr«»inq 


• 

tot.i? ] r* n. 

• 

«'ds r oxioy so roll some (Von. To has 2, .*>00 rJiai.es 


4t 

*— t- 

r■ -n 1~ fr<3T nn r>:dilblt thnt W33 mnrltod for 
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80 


of! stock. 


BY MTl. DIUunT. : 


;» 


O. Did nny of those customers indicate to you that 

!‘ they knew Coon was an opening delay? 

•; «. No. 

I * 

J 

» 

0- ia coinoictsrics that all those customers 

i 

| cali-d between 10:00 and 10:30? 

! 

j h It's normal procedure, 

i 

i 

0- Do all your customers have Geon ~ 

i 

*• Most of my customers have Gaon. There was a 
I 

•j reason for Pinarrold calling 

l! 

P. How many customers of yours that had Goon called 

8 

you that morning? 

j? 

i fi. To soil? 

1 

I! p. Yes. 

fi 

p 

j| *• Stanton, Finegold, Dr. tlochslle. 

0. Ilerb Hide? 

i 

A. He called me but that wasn't the discussion, 
p. Did iai soil Goon that dry? 

:j 

.} 1. I put in 5C0 shares to sell. 

!i 

p. Did you do that at your cv.-n discretion? 

# { • 

;i *• 1 don-t recall, re gave mo an order to buy 1 f i on 

:: Ci D -sign and that cor.cc out to about 07,100 

and I (,a.n ‘ t remember the discussion may ho you ehcviJd soil 
500 i.luiro 1 of Cmt. I don't: remember. 

J. 

•Thin r*'•'"> t* from nn er.Mbtt thnt wn3 mnrked for 
! iUeuti.iwniiou, tuc man not xucvivecl into uvidu ua»a"_ 


v 
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Then “'m on the phone with my father at this 
time when I always call my father to give him his quotes 
on his stocks. I mentioned where Geon was and there I 
don't remember whether he told me to sell 500 for my 
mother. 

BY MR. PERBLI: 

P- Did you mention 14 3 /4 — 

A. I thank I mentioned 14 /3 because I remember 

. 3 

pressing the machine end it said 14 /S. The stock is open 
by then. There's still no ticker tape in the office. 

IIow long after you talked with Mr. Hide did you 
talk to your father? 

A. All within the same few minutes. 

BY MR. DRAKE: 

Q I low mr.ny other customers? 

A. . That's it. 

0. Throughout the enti.re morning did you ever solicit 
anyone to sell Geon? 

A. Ko . 

(I You believe you may have used your discretion to 
sell for Mr. Hide. 


A. Correct. 


P Chen did you decide to noil ve* 


ur own securities? 


A. I got a call from 3van Rocky who is with tho 

ivkil rage <h part .I’ont at Edwards .1 l.’nnly. 

• TV I ^ ** '•rm- r-.hlMt tint *na --vricod for 

1.,-l ^ uot. rciogiw o iultt 




X 











V 


iwestirative Testimony- Rauch 




0°J 


0- My question is when did you. decide to sell you); 
own share, a. Those held by members c£ your family? Brothers, 
your wife, your con. 

A. fiy wife is a completely different scory. 

BY MR. RUBIN: 


0 Lot's crc through vour sales that morning. You’ve 
executed 500 for llarb Hide — 

A. Mr. Rosen fold is talking on the phone behind me 
to the order room. He says sell 300 shares of Gson. I 
think I said Marty, make it 2,000. 


Q. 


Irtiv i 


7i He mads a statement I don’t like the opening. 
BY MR. DRAKE j 

Q. Tfho's he sailing it for? 

A. I don’t J:nov;. 

0. Kero you the office expert on Gson? 

A. Yes. 

0. Did ho over consult you whether he should sell 

Gson? 


A- On buying on Geon, yon. 

p. But net when you should sell. 

A- No. 


a 


3 i ' s 


your trstimony you had no conversation with 


M-.- 


:scnfi-l«i prior to hearing him trolling t!u.» [ eoplo to 


r.ell Geon. 

•Thin r*v*c in from fin exhibit that wna tnnrVed for 
idealiiicutivu, Lul wuu uol i.cuivud luto cvldu ucd*" 


i 

I 

I 









7 


luvestiyutx 


- V - e - leii 1 A “oay-_fiauolj 


£■? 


<1. That's correct. 


HR. ZELERMYER: Other than what the witness has 
already testified to. 

HR. RUiilll: I think he testified he qave orders 
to Mr. Rosenfold prior to that. 

HR. DRAKE: Yes. 

TIIE IvITEEHS: He was on the phone and said sell 
800 and 1 said nvJ:e it 2,000. 

BY HR. PERLIS. 

0. VTho v;ere those shares for? 

fi. 300 for Rochelle, 100 for Finegold, 100 for Apro- 
hr.nian (sic), 200 for Eide. That’s 1,200 


1 , 200 . 


HR. REBUT: Do you have a list that will show the 


TiR. Zl'jjERF'VRR♦ i' don't have a list but his record: 


will she:; it. 


BY HR. PERLIf. 


P You mentioned Aprohanian. Was that solicited or 


unsolicited. 

(Discussion off the record.) 

HE. "ELJTJiYER: The 1,200 shares Mr. Rauch was 

Lvl'orrinq to consisted of 10> shares i'or Mrs. Fin- qold, 

3.'0 shs tor Ur. !'.:>c:iol3 , 300 .Hi <ror. for Mr. Rauch's 

•* 

:ioi her, 3 00 char, s ior Pirn Aproh.r.'ii ,n ari l 200 shares fo: 
Tr. Hide, jt .j.it cor.ect? * 

• T'-l" r -~' I" ''n rrhlblt th.'it for 
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2C t 


! 1, 

J i 


THE WITNESSs 

Yc 

2 i 


BY MU. PETiLIS 

• 

• 


0 

You mentioned 

Mi 


solicited or unsolicited sale? 

ft. i was speaking to her on Thursday and if I remember 
correctly I know she vented to sell the stock. 

0. V7as 100 all she had? 

jl Yes. The stock has already opened and Ivan Bosky 
calls me up from the arbitrage department and ho starts to 

«• 

yell at ms like what are you guys doing. Ho says you're 
selling stock on the floor and you're not doing it through 
me. 

I said Ivan, I thought you wanted to do block 
business. I have no blocks to sell. I thought you ware 
selling 5,000 and up. I had about 2,000 shares I sold about 
two weeks prior to that and he didn't want to take it. 

Then ha says your stock is coming down here and 
7. says I knew. 7 think the tape started to work. Somewhere 
in that area. !•« says to jre I want stock* I said to him I 
don't have stock. He says give me stock. I want stock from 
you guy 3 . I said all right, Ivan, take 5,0C0 shares and I 
hung i"i. 

(\ l.’harr cio the e i>,00(J share > come from? 

ft. Sitting w:i fcn mo in a custcwur who's got about G,?00 

sharer. to I asked hiu the stock is coming down, do you want 


*7Mrs r^e Is from nn crrMMt thnt w*>3 mnrVod fot* 
i.ucuU*iw«liua, Lul wuj uat ru BuiywU iu'wQ uvlduuce** - 




Investigative Testimony- Rauch 


• V .1 

•I 


to soil any? i:o said no. 


While I'm on the phono with Ivan I put him on holt 


and tool; another call from Don Stanton who knew the stock 


was coning down and called ir.e up and says sell 300 shares 


at the market;. 


When he turned ina down Kaufman, his stock, it 


made 5,000 shares because I had 4,400 shares in my special 


account. 


0. This is your wife's account? 


Yes. So the 4,400', the 30C shares for Stanton 


and 300 for Eitie made a total of 5,000. lie wanted to take 


all I hod and make re feel embarasscd I only gave him 5,00( 


snares, 


HY MR. RUEIK: 


0. Did the 5,000 you sold to Cosky go across the t?.p< 


or was it like an in-house transaction? 


A. I don't know how arbitrage is handled. I never 


dealt with thar.s before. 


DY MR. DRAKE; 


0. Have you discussed any of these trades with your 


cuntc-rerr. since the dev of the trade? 


fi Who. 


A. r.r. I ctkiho-j and Hr. Mniono, 


0. You ; <rr.H f ivO a hot l- this nn/i oun.lv . 


■ ir fr-rr r*n c-MMt that tnl nnrkctS for 
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A. 

o. 

A. 


Yes. 


0 

<L 


Did you spook to anyone elec about these trades? 
I spoke tc Don Stantcn. 

BY HU. PEKLIS: 

What was the substance of that conversation? 

I spoke to him when I told him what happened to 
Li?, at thw Excnancji* anct that c s how 7 X came to Mr. Zeiermver, 
through Mr. Stanton. 

3Y MU. KyiKEs 

0. Mr. McMahon called you back later that morni.no'? 

A. Yes. I would say noon. 

(Discussion off the record.) 

SEM-IWEP: Clarity ycur lr.si. answer about 
talking to customers after February 22. Name all those 
people who have accounts tc whom you spoke. 

Tile, WXTujjSC; X spoke to Donald Stanton. X spoke 
to my father. I spoke to Dr. Rochelle f McMahon and Mr. 
Maions. 

BY HP., McCOKIIJE: 

0- 7r:t’s go beck to the morning of Friday, the 22nd. 
Vou said Mr. McMahon called you back. 

A. Ho cc-.li_d me at lunch time. 

BY Mi . D-CkkPj 

(l Did hr toll you fro.n where hr* was calling? •' 

A. I thirk I asked him uhoro lie v’ris. 

•TMn r n '-f' lrs frrn "n cr’^Mt thnt wnn mnrko<5 for 
iUuukiiiwuliuu, Lui uui reewivvd luto uvlduuco»V 
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00 


0. Whore? did he say he v/as? 


A. In th? office. 


Q. What did he say? 


A. lie ashed r.'.e if anything came out on Geon. Any news 
came out on Geon. 


What did you tall him? 

I read to him the statement that came on the broad 


tape, 


What time v/as that statement put out? 
I don't know. Maybe 11:45. 


What did he say about it? 
Nothin:/. 


You told him you had sold his Geon shares? 


V.-> r; 


0. What the prot-eds from chat sale? Were 


they going to be left in the account? 
A. We didn’t discuss it then. 


Was thht all the conversation was about? 


Yes. I read to him the statement. 


Then v/hnt occurod? 


I think he called me* bad: again later in the dnv. 


Whore did 1 o call "ou from? 


said no. 


The . /.rued r.e if nnvnowt; ear.v out and I 


•1 Did you have; any other conversations with him that 

r-'-o In Tr^m rn oxMMt thnt wnn mnrlkofl for 
lucnliricatioiif Lul «aw uol ruccivud lulu uvituuco«.“ 
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f kiv-vl si ; :v..v h £<; ruing to. 

!i it I c’or:* -!: knew. 

Ii 

r > Did he ever ask you if his trade was executed? 

i 

A. I think I tcld him. 

I 

i 

I 0- IThafc ciid vou tell him? 

i 7 

A. £ney stopped trading the stock at 11 /Q and his 

I 3 

i stock was sold at 14/3 on the open. 

i 

Q. Did you have any conversations with anvone at 

! 

Edvrards c I/cnly concerning your sales of Goon that morning? 

A. Ivan Bosky. 

i 

| O' You've already related that conversation. 

! 

A. I think I did. 

T f 

•I 

0 Did you have any other conversations at Edwards « 
Ifaiiiy? 

«» 

•j A. I spoke to Ivan Bosky later on that afternoon, lie 

!j 

said don't worry. Go noma and relax. There* 11 be a deal on 

II 
II 

Goon but I think we can cet it at a lover price because 

jj 

there's sere thing wronr/ with the numbers. 

!( 

|t 

•! 0- Did yen tell him you already know that? 

!• A. No. 

ij 

j n. But y ou already knew i c. 

'! fi Ye* 

it 

Pi Did you ett.';»pt that wotniag to- call George 

i 

ij Nonv/irfch? ' 


T“-~e ir fri'm nn oxhlblt that wnfl tnnrked for 
.caiivtu. tui kaa uot rgcuivvd lulo BVi<ioao8«.*_ 


;; 

ji 

ii 

Goon but I thii 


ii 

. | 

there' s someth' 

?..j 

|l 

1! 

Ij 

(1 

Did y 

*• i 


A. 

No. 


l 
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only copy available 


Hhon did you try to call bin? 

I would say around quarter to 11:00. 
Has he available? 


rhat did they tell you? 

lie will speak to you next week. 

Did you ask to talk to Hr. McMahon? 


Did you ask to talk to Frank Bloom? 


HR. McCOIIIIir i Let’s go off the record for a 


(■"# ^ r -», \ . . -v v 

\ * » ' '■ vi t M.V • . i J. 


BY HR. DRABB: 


.v? record. 


l 

•/ 

i! 




•I* * 


0- Did you have subsequent conversations with Hj 


McMahon? 


A. Y s. 


0. Did you call him? 

A. I don’t recall who called who. I think 1 spoke to 
him once ever tho weekend and then once cn Monday. l. 7 e had 

a conversation, maybe it was Tuesday. T said to him if anv- 

krdy asJ.uj you it you sold your stock you hod better say yes 
because ycurnama is on the stock. 

tv had a conversation, maybe after that — 

,,n l>i rflf’e Is fri'm nn exhibit that wn3 marked! fo* 


i i a.Mi i 
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p. You don't i.*£:r.£jib«r exactly when it '-’as. 
ICO. 1 " dCU ' t. jrer.OfVbe* C 3 .i'Ct 3 .V who ciufj. 


£7 


I j Lit. C 


remember tha contexts of the conversations I hod with him. 

Oi 7vll right. 

i j^ad a conversetion about polling his stock. 

Then ve had a conversation as far as if anybody asks you 
whore you sold it or how you sold it the conversation was 
you sold it through your father-in-law's broker who was ms. 

Then X said to him if there's an investigation 
and if I have to t*ll I'm going to stick to the story that 
your father-in-law called me and you called me back to 
verify the order. That's what I'm going to say. 
pt Eut that was not true. * 

ib, it was not true. 

0. Why did ycu make that vo? 

H I didn't want him in trouble. 

q. What about yourself? 

ft. I wasn't think'ing about myself. I liked him. He 
was a rice kid. 

(\ Is that the substance of your conversations of 

whet to say to anybody if they asked? 
ft. Yes. 

g Did yon ever call anybody and tell then to go to 

• * 

a pay telephone and call you back? 

ft. Yes. I did that before 1 went to the American 
•— «»• »•"«*«* 5.1 from nn exhibit that wnfl mnrfcod for 

( /.i ..t i f i n.-ii i ill i 1 • 
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’toe); rtcchanre. 


0. rhy did you call hin and tell him to go to a pay 
phone if you were concerned with getting hin in trouble? 

I wanted to verify if anybody asked him that dav. 
if anybody ashed hin anything this is what I was going down 


to say. 

0- Idly did you tell him to go to a pay telephone? 
A- I went to a pay phone. 

0 I3hy did you go to a pay phone? 

A. I just went out of the office. I went out to a 

pc»y phone and called hin. 

0- Did ycu tell him you were at a pay phone? 

A. Yes. 


a lay ceo you tell hin that? 

A. That nobody would hear me. 

fi Did you wCli. nin not to tell anyone that you called 

him? 

A. I don’t hnow. I think that was the day I was going 
to ..-c.i. ti.e attorney for I.dwards & Ilanly who was going to 
t ike me down to the American. * 

h rtocJ; Ihrchi.nge. 


c< 


-■vruct. T said this is what I’n ucing n 


x '' V° u v;r - nt to go alone with and he raid yes. 

a Did ho have any reservations? Do you have any 
roservaljons? 

■TMr. rare is from on exhibit that won marked for 





Investigative Testimony- Ra Uoh 2 

00 

A. Hoc then. 

0. Did 7 /ou tell him you were doin'./ this to protect 

hirr t to keep him out of trouble? 

A. I don’t it came out directly that I said that, 

p. Did you tell him that you needed him to tell thi.s 

story to keep you out of trouble? 

A. Ho. 


0- Did you subsequently call Mr. Maione? 

A. Yes. I colled him that afternoon also. 

0. Did you tell Mr. McMahon that you wished for him 

to contact fir. Maione also? 

A. Ho. I told Mi*. McMahon I he 1 called Mr. -Maione. 

p Had you ever talked to fir. Maione before? 

A. I don't remember. 

ft Tv hat c.io you say to Mr. Maione? 

A. I said my name is Marvin Rauch, do you know who I 
£”»!? said yor, I think you're a friend of my son — a 
friend of Jim. I said if anybody asks you anything just 
say thau you called me to sell your stock. 

(1 Vfhy did you want Mr. Maione to cay that? 

A, To protect ?<r. McMahon. 

p. A>r\;\n to pro coot Mr. McMahon. Is this the story 
you ruouecjuc-ni iv void the American Ftock r.nchange th; t Mr. 
M-.iono called you and told you to soli the stock? 

A. Yes. 

•Thin pnro is from nn oxhibit that wns marked for 
lduutii'ieutiou, Lut bus uot ruuulvod Into ovl<ivuuo«*_ 
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p rhat was Mr. Malone's response? 

A. It v.ms a two second call, 
p. IJhat did he say? 



A. Nothing. I said I would call him back later when 
I could talk. 

p. Did you call him from a pay phene too? 

A. I think so. 

0. Fo you went to the American Stock Exchange and 
told them a story you knew to be false. 


A. Yes. 

P Did ycu ask any other customers or relatives also 
to tell false stories if they were questioned? 

A. 7 did not. 

(Discussion off the record.) 

Ey mh. nur>r:: 

p Did ycu suggest to Mr. McMahonthat he call Nr. 
Maior.e regarding this story you had arranged? 


A. !7o. 


p. Did Mr. Naione give you any positive or negative 
response? 

A. Nothing. 

P Did he resound with any words at all? 

A. do. T just said to hit:' I would call him back latrj 

w! en T could, calk. 

0 . Did you get back to hir? 

rrv . e Is frrw nn exhibit thnt wns mnr1cc«3 for 
xuciiiiiioutiou, lux jauuot ruculvudjjd ’ 0 






.•A 


1 


... 

• •• «i 


lnvestifSativo Testimony- Bauoll 


<c...o 


A- wo. ONLY COPY AVAILABLE 

BY MR. DPJ\X£t 

0- You tastifled you don’t recall the exact clay of 
those phone conversations. 

A. Tha t * s corre c t. 

p. Thin is after the Monday following the 22nd. 

A. I would say so. You mean when I had the con¬ 
versation with McMahon? 


£ a 0 


0 

Yes. 


A. 

About 

this? 

& 

Yes. 

Mas i 

A. 

This 

as be 

a 

Do you 

reca 


p. Do you recall calling Mr. McMahon and telling him 
you vers in a jv.y phono and for him to go to a private place 
and call you bach? 

A. Ye s. 

0- And that was in a pay phone. 

A. I was in a pay phone. 

0. Did you say I’m in a pay phone. Co somewhere in a 

private place and call me back at this number? 

A. I said to him I'm calling from a pay phono. Call 

me right back. I gave him. the number. 

p Vi:y did you tell him to call you right back? 

. ^ 

A. I wanted to talk to him alone. 

0 Did \ c u toll hint to go somewhere where he could 

• • 

It ‘*** / *ri nn exhibit thnt wn3 marked for 

Lut uua uot rfccuivwd iuto cviduuoo*"__ 
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n 

A. 


eo 

talk and then cell you back? 

A. I don't recall. 

Q. why v.ouldyou tell him to callyou back. That's 
what I don't understand. You're already at a pay phone. 

Hiere was he? At work? 

A. bight. I called him at Geon. I called him throuoh 
the sv/itchboard. 

(i. You called him to tell him to call you right back. 


Why did you do that? 


A. I don't know. 

0. Were you concerned that Hr. Wcriahon v;ouidn' t have- 
privacy talking to him through the Gson switchboard? I!e 
should 50 to a private pay phono? 


7 think '..'hen hi s 


\ as 1 think I heard voices 


cret-vry put na through wkore h 
I heard other people in the 


room. I thin!: it was call me right back when you can talk. 
Somebody else answered the extension and I said could I have 
Jim please. Ilr. said hold on and got Jim on the phone. Go I 
said call me rioht back. 


0 . lie called you bac!: at the pay phone. 
A. bight. 


0 . 


? ■' he's asked 
hi:: ‘took. 


is wh. a ycu .- .uggosi d he choi’ld toll anybouy 
1 !:tc fsione had colltd you to toll you to sell 


A. 


Yr* 


■▼Mn ppm In frrn nn exhibit that wrtn mnrkod for 
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BO i 


p. And this is what you told Hr. McMahon to say. 

i. how iu worked cut. 

0- VJiii'.t do you man worked out? lie uq it\ ' t getting 
ready to testify, was ho? 

A I said to him if anybody asks you if you sold the 
stock tell than yes because you did. I said I'm going down 
tc the Exchange for an investigation. I don't know how it 
barr.a about, whether I said to him or he said to me. I don’t 
recall, but Kaione called me on Thursday and he called me 
back Friday morning to verify the order. 


I said you had to tall; to ms betv;een those tv/o 


days. 


BY MR. HcCCUIHE* 

p. L't'r. figure that the dry you called him was 
Monday. You loft your office and went to a pay phene, 
there is that pay phone? 

A About three or four doors away from the office, 
p. You wont down the street ana into a pay phone. 

A. In a restaurant. 

Q. You called McMahon. 

A Vos. 

Q. Mh.it did you have in your mind at the time you 
culJnu .'iCii.iiiOA? 

A That 1 was going down to the lb-chancre and wanted 


to work out in case somebody asked him that he don't got 

ti 

■This raro Is from nn exhibit that was marked for 
idcutil'iculiou, but nun uot received luto eyldoaoe*.". 
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hi jure* If in even hie 


o. hhy did you call him? 

A. I'o tel] him I was qoinq down, 
n. And what olso? 


A. That's all. 

A You v;ere only culling to tell him you were going 

to the? 

A. And what I was going to say. 

0- You vere also calling tc tell him v;hat you were 
going to tell the Arne:;. 

A. Correct. 

o. So you called him and when you first spoke to him 

v:hat did you tell bin? 

A I said I have to oc down to the Lkrchenge. 

0 . That : s not the- first tiling you told him. Isn't 
the first thing you told him to go to a private — 

A. P.ight. 


0 I'm < ‘;l:ing you what's the first thing you told 


him. 


A. I told him to call me right back. 

HR. M'LLRIlYrP.: I don't think it's proper to go 

an cum.! ami around on thin. 

r.U. f'c: I don't oj.thor, ar. long as the 
• . 

v.'jvnus in consistent v.-ivh whet lie's tellino us hut it 
changed every tine. 

•TMs ro~o In from nn oxhlblt that was marked fo* 
luoutiiicatiou, tut uaa not received iuto evidence 
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r» ■' o 
Jo 


HR. X think the rocort* v*i31 speak for 


l; r; • i it: h:y. chnivr-c» c,v not. I dc!:*t iiiir,!; it 


hr::*{. I thin): questioning by four different people has a 


tendency to confuse the witness and v-3’ vc talking about 


several occasions which he stated at the cutset he couldn’t 


specifically identify. I think it’s unfair to badoer him 


this v;av. 


MR. McCOiJIHU: I think cit this point in tins ve. * re 


- ,| focusing on one conversation and if the v.’itness can’t recall 


that’s one thing. 


MR. EELERnYER: In .suggesting what you think is 


an inconsistency you're talking about two conversations. 


HR. McCOEUIE: I'm cnly talking about one now. 


2 E'LI:*«-*y:erj you asked him what the first thine 


hr. Sfjicl verr. ;.nc he sold I’m going to the Jlrne:: and you said 


ue. that’s rot the first iiing you said. The first thine/ you 


said was go to c pay phone. 


The feet in that these are separate conversations 


ncl that’s vr.ac I mean about being confused here and about 


several people guest ion mg and the witness net being able to 


get straight which conversation you’re t«?.lking about. 


Vcu’rs talk?.no about tho *ond conversation when 


hr. r’c'k.h-r: colled Hr. Rauch the pay phono. Fine, but 


(u_.'P.*r ch.Tr.c o’.?.: wi k :h .inconf;.uito.icios arising 1 vo..i a scrbrv.’it*} 


coiivorsafi on. 


■This pare is from nn exhibit that wn3 marked for 
iauuUiic«t.iviu, but wu uot roc oivod ia»o evldeooe^ 
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j 0 Lot's focus in. You’re at the pay phone and you 

I 

j call Mr. McMahon and you tell Fir. McMahon what? 

I 

A. Call me riant back. I'm at a pay phone. 

0. Did you tell him anything else? 

A. No. 

p. You gave hir> the phone number? 



C» 


I 


A. Yes. 

o. Did you tell him anything else? 

A. No. 

0. Mil at was the next thing that happened? 

A. The phone rang. 





I 


0. Khct did you tall him? 

A. I cai.d I have to eo to New York. I have tc go to 
tlv. American Stock Exchange. I said I just want to get some¬ 
thing straight. Me said what do you want to do? I said 


evidently they're going to ask you if you sold your stock 
because there's an investigation and if they ask you you have 
to say yes because you did sell your stock. 

I said v:hat do you want to do about it. Do you 


want to leave .it that 


,: aione called mo or do you want to say 


cr 


Jo 


called re and vcu called mo back to verify Live order 
you want to do it that you called to? 

lie said lot's leave it that my i:«\thc?r-in-lavr called 


von on Thursday and I called you on Friday to verify the order 
•Thin r'’ r '0 In fr^ti mi exhibit that wan marked for 
ldgutii:icutiwu, but_wua_u.Qt_rocuivwdiuto_ev 
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£7 


should ! 


!:r * r cMaJion*n suggestion that the story 
{:lr ■: ->•' fstVer-in-lav c ,o.U<::l v 0u . 


k Correct. I don’t knot; if this is what I 

lBpreS84d hin °“ hs ^P-«==sa or. ,«. I Just can't ranonbar 
thnt, but this is what tho outcome was of that conversation. 
This is tv hat I was going to testify to. 

a At th 2 time you were having this conversation with 
hr. iIoMeccn had you already spoken with Fir. Malone? 

A I don't remember. It might have been then or 
right afterwards. 

0- Can you recall whether you indicated to McMahon 
chat I-vs already cleared this with your father-in-law or 
something to that effect? 

A I don't remember. 

0 Do yo.i recall r»- r C '.,--u-i ... .•,. 

* ,4C '•'•••« '•! ic:X£.+ruj t.;3 qoocviaon 

Who i*3 going to apeak to my fetfter-in-let;? 

A Mot in that conversation. 

0- hwS there any arrangement made as to who would 
speak with him? 

A There was a conversation I had with Mr. McMahon 
where I told I,in that I called hio father-in-law and he 

Vit "" u ’ :,;C ‘ h< - £4 ‘Y- 5' rcwer.lv r colli:,;, hi'.i that. I don’t 


“ .nr j.i et tho c.t ... conversation or one after the :. 

. Ih. .... ..<4 w. ..C c.xv; no say ana I told-him 
that X would call him back to discuss it with bin. 

••Pils r^o in rrem nn oxhlblt thnt wns marked for 
idciiti* icutiouj tut woo not rccuivud into ovxdouct).* 






Investigative Testimony- Rauolj 


I never did. To. .s v/nr right v.hc-.n I went tr. cha American. 


0. Aot ? a corn alien ’o the conversation that you had 


with Hr. Maiona. Rhsrc were you when you called Mr. Helens 


the first tire ••*ou called him? 


lu 1 ceilv called him ones. 


Ohay. The only tine you called him. 


I don’t remember if I was in a pay phone or .ir. th 


omen. 


0. Do you recall having made more than one trip to 


mat pay phots? 


Ho. 


o. So id was only on o. trip that you tends. 


A That' « co ere c t. 


0 At tin.- time you made* the- trip to the pciy phone you 


cal lad Hr. ncH.cih.cr and Mr. Malone in that one trio. 


A I think so. 


0. Hhsn you called Mr. .Ha ions whc.t v/cis the fired 


t-i:.nc ; - vo’-' sajc -ct; li.v.ii? 


1 a a la. Mr. Malone, tills is Marvin Rauch. Do yoi 


knew who I am? He said yon, you're .lire's friend. I said 


tk're r i ■ ■' 


■ .-rntOc-.i so if o :.c y> u iiov vou re'. 


;\ A;d r c.ri M hur:;d:u 


.e. 






•. V.iV. .‘c: in you ini I cun tali, hotc.-.r tonight. 


C* Did i : say anythin 7 to you af ter you sail that? 


Hot a *.oru. 


•Thir. pnre in from nn exhibit th:it wen mnrVcd for 
laoutiricutiou, but nas uot_ruc u ivuii iut 0 pvideace^ 


f 



lu.»awx b utxvo loatiiaouy- Rauoij 


0 J':< you z in that you would call him that night, 

fi. Thet's correct. 

o. That v/sfs the only conversation you had with bin. 

A. T*n n t' s cor re c t. 

P Why didn’t you call bin later that night?. 

A. I think T spoke to Hc’lahon that night. I went 
over the story with him again and what we were going to say. 

P At that point in time had you appeared at the 
American Stock L’rchango? 

A. No. This was the night before; I had tc go down. 

p. What did you discuss when you called .Mr. licllahon 
that tire in the evening? 


fi. The same thing aaain, 


P Whc-re were you when you. were speaking with hi:r. at 


that tire? 


fi. At hone. 


P Where was he? 


fi. At hone. 


I'hrt did yav. say to Pb:. McMahon in that 


ronversr- 


V 


- 


fi. I said I’m going down to the American torr.orrow 


, torn t :.g cm n i uaa to son the? i-.v/er this afternoon and 
i 

i ro.i.', c; »»•...'•*; r eh... your . iu-Inw called ir.o to soil 

' 

j; ti:» :n.oc-: cn v : n tj.d.iy afternoon around 4?00 and you called no 

i 

I vp Prior'' tr' v.-rJ. Cv t h. order. 


•This pane Is from an exhibit thnt iro3 marked for 
Idyutiiicatiuu, but vaua uot reuoivod luto evideaoe*^. 


f 







Iavai.igatj.ve Testimony- Rau 0l , 


r\ 



That's a 3i I really remember in that conversation. 
0- vihut was his reaction? 

1 J'oally no-n't know* lie was tired by then. lie 
waslike dead. 

(t What tine v;as this? 

/\ I think it was about 10:20. 

0. Diu he have no reaction? 

?- 1 think he called ir.e from Geor* that night and then 

he called mo when he got home. And I said I don't want to 
talk to you until you get hemo. That was the night before X 
v/ent to the American. 

0 In the first call there was no conversation of 

substunco? 

*•* i . •• t . ‘i 0. 11.. 

0 Did k. indic.-to vh.y ho was calling when he called 


that fir:. 

:• y rr« -u i: v 

night 

L 

I don't 

think 


Then in 

the S' 

Me. U; son t 

hat night 

it ve, 

n * C 0 ^ 



a. 

lie or.Mu 

d x.* . 

0. 

VI'.i:. \ 

3 0: t 1 

ft. 

It CM Id 

have 


hi i •' h l:. 


That 1 : vhfcn you discussed what you told the Edv.vudn 


0 


"TMs rs**e In from nn exhibit thnt wn3 marked for 
idoutiiiculicu, but wua net received into evidence•" 






Investigative Testimony- Rauch 




&0 


z* Mr-nlv law-ear. 


Right. 


bin? 


0. Uhat was bin reaction to v.’hst you wore tolling 


h I don’t know. I rorsnber bin saying Marvin, I 


: value, your friendship. 

Q. Did you indicate to him in the course of that 

» 

| conversation that it was his interests that you were pro- 

i 

j . i 

j tecting? j 

5 I 

i • 

! ft. l night have. I don't recall. I knew it v/as 

1 7 

going through ray mind but I don't know if X told it to him. 

1 

0. Did you. ever speak to McMahon’s wife about this 

• i 

j story? ! 

! i 

i 1 

ft. Me. Yer. Mot about th? story. 

I*. • 

i : 1 

j. [}. iThat did vou epof.k to her about. 

! j 

ft. After I went to the American Stock r:::cha ;'2 — 

l| ; 

!! i told them what va h;.d worked out. I got back to the office 

* i 

* < 

around n:00 and thought I was going to collapse. My ..’ifa* was j 

j . . i 

i! waiting for me. X said T don't xec-1 good. I didn't toll the j 

|| 

i truth and it's killing ire. 

I 

How they wanted me back at the American. 

* 

{). When did you learn that they wanted you back at 

!: 

!• Amra/i c:. sn? 


j: 

»• 


ft. An roon as I got to the office. The minute I 

:3!cr<.i into ’:l.o office they said the American ‘wants mo. 

•TMr. f. nr ‘C Is from nn exhibit that wns marked for 
iUcutificuiiwu, Lut aas not ruuuiwd Into evldouoe*.^. 










Investigative Iostimouy-_Rauoh 


sr-i■’ hollo to ny wife and Mr. Rosenfeld got ahold of no 
and said the American wants you, back. I told ny wife what 
hay pane cl. T don’t think ny wife Ireclly knew what I was do in 
I wont: back. tefo.ro I went I went upstairs and 
ca.1 led :icMahon. 

C Whore are you now? . 


i 

? 

.m the office. I called up 

* i 
! 

her — I 

said Nor-ten, is Jiir\ heme? 

1 

o. 

Are you r.c the rican St.o 

rr. ! 

• y, « 

I 


I'n - outside at t.h- pay phon? 

ij 

t . 

< 


1 a 2 .'lieu her up and said l : : 

'I 

i| 

in h.ijlin 

cr r •:>* 5:he said to r<;s, Marvin 

■' - 

I said th 

f.t's why 1 1 n ,;ack here to tell 

< 

i 


Ot.a vercaticn. 

• i 

; i 

* * »» 
#« 

hir> si not- 

1 went back to the i.:,'pricer. 

r< jj 

n. 

bk.s this the first tine you 


f-.c/Ianon c c wife since the previous weekend? 

V 

Tu 1 don't rcuiivJ.'er. 

0 there any disease 1cm during tlu.t telephone 

conversation with ronpnot to McMahan's wife got tine; her father 

to go ul.- '-a * t )•* sfcorv? 

' L t 2 )'■ fiat conversation. There night liavo j;oe n 

•’ owriver: vif a vi-cvi; nc*.vho;i nr.id she wight talk to her 
f ath 'r. ,;, ijeva \'c s non .if king of that nature. 

• T*!., rr , r0 ln from nn exhibit that wna marked for 
idoutiiicutiou, but wuu uot received into evideno©*^. 







Invostigative lostimouy- Rauch 


n. Did vou over, to the best of your recollection, 
■speak with UcMaaorUs vifo end ask her to get her father to 
qo r long with c'le story? 


lu 

Wo. 







BY 

V**> 

i *. \ • 

DRAKE: 




0. 

YOU 

he 

ve no re 

collection of 

A. 

Not 

at 

all. 




Q. 

Ik 

that someth 

irg you 

VOUid 

is. 

I von .1 

d think 

so. 




MR. 

«>**• 
b.'l 

LERMYER: 

May 

I 

have 


(Di 

scu 

ssicn of 

f the 

i£ 

cord. 


MR. 

Me 

icowirr:: 

Back 

or 

: tllG 


BY 

• r •> 

r 1 • \ • 

RU13I1I s 



* 

0- 

Mr. 

Ranch , at 

any t 

ire 

tiuri 


with Ur. riori&hou r.cout the stories each of you wight have to 
t.-.l! ;*ere there any discussions that you would state you 
thought McMahon was ar. employee of Arthur hndarson and 
JScMshon should state that he had to3.d you he was an employee 
of Arthur And vr: ;on so there vtcuI- 0 be no question of McMahon* 
trades and whatever know led e you way have: had that he* was 
not an insider :it Heor.. 

T'r.i.'c \ at the ■•.-gi.nn.ing when X opened up tho 


BY Mu. 'JRMT: 

Put ali.ic was not part of the cover-up story, 

■This rf***o In nn exhibit that was marked for 

iUciitii'xcutiva, uul ivuu uot received into evidence*.". 
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£ 


..o. 


DY MI:. KJL.'C'.'l! 


You 1 l <j chal: conversation whon you on?.nod up th 
;/] put dean T \rtuur 'nciG.i'c.on so 3.x Mr. McMahon riia-.’. 
■: for C:on it. wouldn’t appear ho was r.n insidar. 


TJas that. at your suggestion or McMahon's sugcros? 


MC**al.on’ s suggestion. 

BY MI . McCO::XiIEs 

Do yet know Mr. i2£v«ard Moors? 

NO. 


hoard or 




G, 


v c ,u C c r»* t k.nov/ hv.r. as an employes c:. Faulkner, 
Mil live, r r 
I do rot. 

by nr. lYY: 

Is it your testimony that on the morning of th: 
iir.ei no conversations axce.pt those you indicated 
v-Jtr oJ the trades with Mr. Posen fold. You had 
V. : • viM Mr. v.v'cOd or Mr. Y.ynn about 


('>■ • <>; ;• 


<"■-on t- a.ur.i Li 1 .'s that 


Ye t . t “ IVui': .1 !.. 


•This rnro in from an oxhibit that was marked for 
ldeutii'icutiwii, but vuu L uotjroooivg<i_iut<>.eyidoao©^ 
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2.jZ 


BY :\r . KLiU.'C..: 




0 

You 

cl i 

u net 

r» - s M 

t to 

thr 

;n di 


cl.] y 

or 

indirect 

on 

to 

a par 

'lil’.n 

o I 

refer u 

ary 22 

to s 

e 1 1 

any 

o 

£ tl: 

oir 

shares f< 

C-:e 

on 

.for t 

hair 

Cl 

.n Z* 

a 1 c- cc 

cunts 

-> 









The 

t « 5 

Cu. x v 

ct. 











BY 

, i h. 

DRi'KIi 

• 

• 

• 









0. 

TV v : V 

ire 

■ your 

phono 

O Oil VO 

r Zj c* 

tier; 

!■> 

with 

Mr. 

, McMahon 

CO 


rn 

, - 

c.o 

va r "Lip 

story 

— 










MR. 

Zl 


•«. • - «d 

„ r 

eon 

C i. 

cod 

to 

Cdi e. 

race 

:o*r.i so it 

as 

cl 

cover 

•’Up 

a to 

?:y. 












BY 

MR. 

DBivy.’ 

• 

• 

• 









P- 

At 

any 

time 

during 

your 

center 

sa 

tier 

<? i • -J 

.th fir. 


McMahon did you mention tha fact that ha owed you $11,500? 



7* 

ho. 


- 




MR. f- c:COi:x;;i: V 

,'e den 1 

t ite.V-3 

ary further Cfuesti--- 

to 

e:;k the 

V’w. C!• it $» S • V. C- U xCi 

ceu/ise 

1 like 

to ask ar.y questions 

to 

clarify 

a »i y •; 1 j n g a 11 *. s 

record 

•> 




* r .V *v V* Vi? ivr , 

i 1 \ * «' •at nil l.v f , 

?V. T 

• j. 

would 

ask, Bov; ever, one 


raquost and that is that wn're clown Bora on fairly short 
notico n.vl 1 un< e rr,tend it is customary to to afforded an 
opportunity tc rak.i a closing statement. The witnast is 


«!" • oa-v i f c-i'V-Oi. ;:v a:n. 


Hatch hi C not had ti 


to :> - -• 




re • 

I r. ' tv r. t tkr.i. h: given an oynortun’j t .■ io 

r.tv.'.t.id the elcsdi.tf sr it.on.cnt co the trenseri; t after it is 

• 

*' PV ts T^ro in from nn exhibit thnt wn3 market!! for 
iuuutiiicutiua, Lui wua uot nuccivod into oviduuoe*.* 
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r> 

A* 


B'J 

roco* c!i*Ki i by tiio iviitn^ss • I cion 8 ^ rucj2.n to t^Avi 


f . * ^ V f 

Ilit 


into tin.* suhnlance of it but only to make the usual. 
c 1 o s i r. cv o t n r. e vr o u t . 

hr. ;-»t:cr!ii:rr.s 


In it your plan to cubm.it that in 


< wri t me; ? 

Mil. ::r.L~ r < : \vri\i That’s what i' had in. mind. 

MR. yrCOMII-ir: Under oath? 

MR. KHLSRHYri'*: If that is the eastern. yes. 

;j 

i! HR. VcCONIFi:* Okay. Vs have no objection to 

•| that. 7‘.t this point v.’s’ll close the record. 

V: :V V; Vr ;V 


ONLY COPY AVAILABLE 


•This prr. IP fro. on ozhmt 

iHunt.tficutiou. but was uot L ruygxvgA_iatQ-• 





OFFICE OF THE 
General Counsel 


SECURITIES AND EXCHANGE COMMISSION 
Washington. D.C. 20549 

April 28, 1975 


A. Daniel Fusaro, Esquire 
Clerk, United States Court of 
Appeals for the Second Circuit 
United States Courthouse 
Foley Square 

New York, New York 10007 

Re: Securities and Exchange Commission v. Geon Industries, Inc. , 

Civil Appeal Nos. 75-7010, 74-2^57 and 74-2614 

Dear Mr. Fusaro: 

On March 13, 1975 we transmitted to the Court by registered mail 
ten copies of the joint appendix for the above appeals. At the request 
of Jay G. Strum, Esq., counsel for appellee, Frank Bloom (No. 74-2657) 
and appellants Geon Industries, Inc. and George 0. Neuwirth (No. 74-2614) 
the Commission has prepared a Supplemental Appendix for the above appeals 
ten copies of which are enclosed for filing. Evan L. Gordon, Esq., coun¬ 
sel for appellee Edwards & Hanly (No. 75-7010) has advised us that he 
has no objection to the preparation and filing of this Supplemental Appen¬ 
dix. 

Pursuant to Rule 25 of the Federal Rules of Appellant Procedure I 
hereby certify that a copy of the Supplemental Appendix was transmitted 
by first class mail on this date to opposing counsel for all parties. 



Attorney 

Enclosure 

cc: Jay G. Strum,,Esq. 

Kay, Scholer, Fierman, 

Hays & Handler 
425 Park Avenue 
New York, New York 10022 

Evan L. Gordon, Esq. 

Delson and Gordon 

230 Park Avenue 

New York, New York 10017 





